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A Ber-Lee Fabrics. 

Q Are you a principal of that firm? 

A Yes, sir. 

Q One of the owners? 

A Yes, sir. 

Q And in 1969 what was the name of that firm? 

A Renba Fabrics. 

0 Am I to understand that Eddie Levine was one of 
your employees? 

A , That's right. 

Q In what capacity was he employed' 5 

A Salesman. 

Q Now, at the time that he was employed by you in 
1969 did you and he discuss stock? 

A He discussed this stock. 

Q • Other than that? 

A No, sir. 

0 Did you purchase any other stock in 1969? 

A Yes, sir. 


Q 1970? 

A Yes, sir. 

Q Speculative stock? 

A No, s i r. 

Q This is the only speculative stock that you 


V 





j ks 


756 


purchased? 


JA902 

Berman-cross 


A That's right, yes, sir. 

MR. WINOGRAD: May I see the Hirsch & Company 
account, please? 

Q While they are looking for that, did you ever 
discuss with Jack Levine —* 


A 


N °, sir, I don't even know the man. 
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T4 2 


You don't taow jack Eevine? 


A No, sit. 


MP. WI„OORA D: * have no further guesticns. 
M? '* DOYLE. No questions. 

MB. NEWMAN: I' have one or two. 

CROSS examination 

BY MR. NEWMAN: 

Q " hen y ° U bOU 9 ht the stock. yoa were ln this 
fabric company? 

A Yes, sir. 

o HOW long had you had that business i„ i %9? 

A 1 TOS tn bUSineBS fi * a years, that particular 

business. 

° BO£ ° re that * ou had been in manufacturing? 

* 1 ”” ln an ° ther business, textile business, 

but under a different name. 

o The business that you had in 1969, how many 
employees did you have? 

A About 12, 14 . 

° What ua3 y° ur total sales that year? 

MR. WALKER. Objection, it's irrelevant. 

T ^ E c <*$**: Sustained. 

o Where was your office or yj*r business located? 
MR. walker. Objection. It'* irrelevant. 







758 


mmh? 


’1 

I* 

i! 

12 h 


13 I| 


55 |! 


17 ii 


18 I. 


28 I 
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Berman-cross 
T1IE COURT: Sustained. 

MR. NEWMAN: I have no further questions. 

(Witness excused.) 

MR. SIFFERT The government calls Mr. Tobias. 

MR. WALKER: Ybur Honor, i have an SEC attestation 


that I would like to offer. 

THE COURT: Is theix any objection? 
ilR. DOYLE: No objection. 

THE COURT: Received. 

(Government's Exhibit 15 received in evidence.) 

ROBERT W. TOBIAS,a winess called on behalf 

of the government, being first duly sworn, testified 
as follows: 

DIRECT examination 

BY MR. SirFERT: 

Mr. Tobias, by whom are you employed? 

A Coolidge Bank and Trust Company, Watertown, 
Massachusetts. 

Is that a successor bank to the Industrial Bank? 
A Yes. 

Q Does the Coolidge Bank maintain the books 

and records of Industrial? 

A Yes. 
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Tnirl13 Tobias-direct 



2 ' 

| 

Q Ishw you Government's Exhibits 27B and 27D 



3 

for identification and ask you if you can identify them. 



1 

4 E 

-A Yes. 



- Ii 

" j 

1 

0 thes,! botb and kept in the ordinary 



“ 1 

i, 

course of business? 



l 

*• 

• 1 

.ft Y n r. „ 



i' 

lr ' ifc the ordinary course of business to 



o : 

make and beep these documents? 



,o ; 

7» Yes. 



’’ ii 
■2 '! 

j! 

.•U'. SIFFERT: I offer them. 



*'R. DOYLE: What are these? 



!?. ! 

»• 

MR. SIFFERT: The liability ledger card 



1 4 

1 

1 

and a note. 



1 

15 ! 

16 j: 

R. DOYLE: No objection. 



TIE CCURT: Received. 



' < , 

ii 

(Government's Exhibits 27 b and 27D received 


yv 

i: 

1: 

• 

ir» ev;’donee#) 



19 f 

1 

0 Can you explain to the jury the entries on the 



20 |! 

1; 

21 1 

ledger card? 



-A v os# the first one is October 17, 1969, and 



22 | 

1 

• 

indicates a r.ev; loan of $60,000 due January 15, 1970. 



22 

Skipping down to the entry on February 10th, 




does that indicate another loan? 



25 

j; 

ji 

ii 

Y^, it inc cates a renewal of the first loan 
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^-t a reduced amount. 
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Tobias-direct 


Q The entry there is on February 10th. I show 

you Government's Exhibit 20D in evidence and ask what 

^ate it bears. 

A January 15, 1970. 

In <-his the renewal note for $45,000? 

7\ Yen. 

Cln VOU e *P lai " to the jury why the renewal 

oote of $45,000 is dated 1-15, rather than 2-10? 

A y " S ‘ ^ datpd the due date of the original 
note, which was $60,000, due January 15, 1970. 

0 Trrecting your attention to t,.e entries of 

payments, one is in the amount of $29,042? Is that correct? 

A Yes. 

° T Sh0 ' ? you Government's Exhibit 27 g for identi¬ 

fication and ask if you can identify that. 

* Yes, i can. 

Q ^ re these "’iorofilm copies of deposit slips 

and checks made and knot- in 4 -w„ , 

Pt xn the regular course ofbusiness? 


o Are these checks kept in the regular course 


cf business? 


A Yes. 


ME. DOYLE: hat are they? 





•5 I 


S !■ 
I 


13 |i 

ii 

M ;■ 

II 

|> 

in I: 
II 

17 
is 

10 I, 

j: 

20 i. 

21 jl 

j 

22 'I 
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SIFFER T: Securities Planners deposited 
in Industrial Bank. 

MP.. DOYLE: No objection. 

("Comment's Exhibit 270 received in evidence.) 
C 1 show you Government's Exhibit 27 F for 
^ntuicafion and ask if you can identify that. 

P Yes. 

n Lhat is that? 

are broter advices explaining the credits 
oaid for the sale of stock. 

VJero the yellow copies received by you, by 
the b-nk, in the ordinary course of business? 

Y~s, they were. 

IP. jIFFERT: I offer these in evidence. 

MP. DOYLE: No objection. 

(Government's Exhibit 28F received in evidence.) 
Pc these advices reflect the sale of Pioneer 
Development stock with the net amount due on the bottom? 

7 , y rr - * f.hoy do. 

Pnd the first batch, this paper clipped together 
vith a tabulator tab reading $2,942, was that tab made 
and nrennrc r1 by Industrial Bank? 

Y'*r, it war,. 


O 


A;-’ ! hat. on, a Is the amount of 27c in evidence? 


‘M 







mmh6 


JA908 

Tobias-direct 


762 


A 


O 


Yes, 


I r> hov.’ you Government's Exhibit 2 7H for 

''.den t if icati on a-iri -sc-l- 

a.k if you can identify it. it consists 

of e!ncta. and a tabulator tab. 

A Yes. 

bero these made and prepared in the ordinary 

course of bur incss? 

A Yor. 

0 Vas it the ordinary course of business to make 

and prepare these documents? 

A Yes. 

••3i. GIFFERT: I offer these in evidence. 
ilE. DOYLE: No objection. 

(Government's Exhibit 27H received in evidence.) 
What is the total amount indicated? 

$7,808. 

is that amount indicated on the second page 
thn security advices? 

A Yes, it is. 

Siffert: Ho further questions. your Honor. 

I.U. 00712.: No questions, your Honor. 

THE COURT: You are excused. 

(Witness excused.) 


o 

A 

o 


HR. SIRPER1 Your Honor, for the 


purposes of 




1 


nmh7 
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15 i 


Plaiting the case I would offer Government-s Exhibits 
23 fl through 23„ i„ evidence. They are bank documents of 
fcho Valley Bank of Nevada. 

THB CCURT: Any objection? 

nR * PAPE: 1 vrould li,re to review them, your Honor, 
MR. SIFFERT: They have all been shown to counsel 

before. 

mE CCURT: D ° you have the minutes of any of 
the pre-trial sessions here? 

MR. WALKER: I believe so. 

THE COURT: Do you have a copy for the court? 

-MR. PAPE: Your Honor, I have no objection 

as to competency, only as to relevancy at this time of 
E and F. 

THE COURT: May I see E and F? 

.ou^d you see that you do get the minutes of 

all the pre-trial cessions? Make them available to the 
court. 

jVr# WALI<ER s Yes, your Honor, i have one here. 
- }IFFER -- This is one document which has 
bearing on that to which there is no objection. These 
also <~oncern that, your Honor. 

THE COURT: Overruled. 

MR. PAFE: 7 though I don't have objection as to 





mmh8 
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JA9I0 

Tobias-direct 

competency, I understand that the bank employee is to be 
here and I would have two questions of him to expedite 
things new. Are you ready to call him? 

MR. SIFFERT: No. 

MR. PAPE: Then I object on the grounds that 
no foundation has been laid. 

THE COURT: Is he coming? 

MR. PAPE: May I approach the side bar? 

(At the side bar.) 

MR. PAPE: This concerns Richard McKibbon. If 

you will represent to me that this bank official cannot 
help us in finding Richard McKibbon, I would not require 
that you bring him in. 

MR. SIFFERT: I will so represent. 

MR. PAPE: When was this account closed? Or was 

it closed? 

MR. SIFFERT: I have not asked him that question. 

MR. WALKER: It seems to me as far as this inquiry 
is concerned — 

THE COURT: Ic has nothing to do with the 
relevance of these documents at all. You can call him as 
your witness. 

(In open court.) 

THE COURT: objection overruled. 
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Grant-direct 

(Government's Exhibits ?3A through 23H, inclusive., 
received in evidence.) 

MR. WALKER: Your Honor, could I read this 
attestation that has been received in evidence to the 
jury? 

THE COURT: Yes. 

(Mr. Walker reads from Government's Exhibits 15 
in evidence to the jury.) 

MR. WALKER: I call Allen Grant. 

ALLEN GRANT, a witness called on behalf of 
the government, being first duly sworn, testified 
as follows: 

DIRECT EXAMINATION 
BY MR .WALKER: 

Q Mr. Grant, ho? are you employed today, sir? 

A In the fut: business. 

Q Directing your attention to 1970, early 7.970, 
how were you employed at that time? 

A Selling furs. 

Q What was the name of your finn? 

A Allen Grant. 

0 Where were you located? 

A 


333 Seventh Avenue 











JA913 

1 
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Grant-direct 

2 

Q 

In New York City? 

3 


New York City. 

4 


l.ill you explain, sir, what your line of work 

5 

1 

was? Where did you fit within the fur business? 

6 

A 

I sell furs tb stores and to individuals. 

7 

Q 

At that tine, sir, did you know Mike Gardner? 

5 

1 

Yes, sir. 

9 

Q 

Hew long had you known Mr. Gardner? 

10 

A 

Oh, I guess about a year cr so, naybe more. 

11 

Q 

Did there cone a time, directing your attention 

12 

to January 9, 1970, when you received a telephone call 

13 

from Mr. 

Gardner? 

14 

A 

Yes, sir. 

15 

Q 

Sir, where were you when you received that call? 

16 

A 

In my office. 

17 

0 

What did Mr. Gardner say to you at that time? 

18 

A 

He had some clients for me who were very big 

19 

spenders. 

. 

20 

1 

MR. DOYLE: Can you speak louder? 

21 


THE WITNESS: He had some clients for me who were 

22 

big spenders. 

23 


MR. DOYLE: Thank you. 

21 

i O 

Was the name given, sir? 

25 

1 

A 

No, iust a .an by the name of Zuber. 
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2 


Q 

Did he mention any other individuals at that time; 

3 

i 

A 

No, sir. 

4 

1 

| 

i 

i 

Q 

What did he say? 

5 


A 

He said they v;anted to buy some furcoats. 

6 


Q 

Do you recall- anything further that was said 

7 

1 

i 

rfc that 

conversation? 

8 


A 

No, that was all. 

9 


Q 

Was an appointment mads? 

10 


A 

Yes. 

11 


Q 

How was that done? 

12 


A 

By telephone. 

13 


Q 

When? 

b3 14 


A 

The same day. 

15 


Q 

Who was in on that conversation? 

16 


A 

Gardner and myself. 

17 


Q 

What did he say at that conversation? 

18 

i 

1 

A 

He made an appointment for them to come down 

19 


and he 

said they would be down that day. 

20 



MR. DOYLE: I'm sorry. I just can't hear the 

21 


witness 

• 

22 



THE COURT: He said he made an appointment for 

23 


them to 

come down and he said they v;ould be down that day. 

24 

ii 


!!R. DOYLE: Thank you. 

25 

H 

t 

t 

• 

1 

Q 

And, sir, \ is anything further said in this 


1 
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A No, sir. 

Q Later on that day did certain individuals 

come to your store? 

A Yes, sir. 

Q V7ho were they? 

A Edward Zuber, as he introduced himself to me, 

wife» '- rs » Zuber, Mr. Howard, Bob Howard, and I don't 
knew if Burney Acton came that day, but he came subse¬ 
quently. 

Q You don't knot-; whether Burney Acton came that 
day or on a subsequent date? 

A Right. 

Q Tell us as best you can recall what was said 
at that time and who were present. 

A Myself, Mr. and Mrs. Zuber and'Bob Howard. 

Q What was the conversation? 

A They said they wanted to buy some furs from me. 

MR. NEWMAN: Objection. Would the witness clarify 
who said what. 

THE WITNESS: Okay. Mr. Zubersaid he wanted’to 
buy some furs from me and he said that he has to get quite 

a few coats and he would exchange stock for coats. 

0 What was sa-d about the stock? 





mmhl3 


A 


Well 
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Q V7ho spoke? 

A Mr. Zuber. 

Q What did he say? 

A He said to me the stock is called Pioneer 

Development. 

MR. DOYLE: We can't hear the witness. 

THE WITNESS: I'm sorry. I am speaking loud. 

Do you want me to shout? 

THE COURT: Well, speak a little louder than you 

are. 

THE WITNESS: He said it was a stock called Pionee 
Development and it's a very good stock, selling about $6 
at the time, and they intended it go very high. 

MR. DOYLE: I'm sorry. 

THE COURT: It was a stock called Pioneer 
Development and it's a very good stock, selling about $6 
at the time, and they intended it go very high. 

MR. DOYLE: Thank you. 

THE WITNESS: (Continuing) And he said to me 
that the only way he would make the sale, the stock in 
exchange j. or the coats, was if I gave him a letter saying 

that I would not sell the stock for 60 days and gave him 
the option to buy bacthe stock at $10. 






/ 
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Q T.as anything said, sir, concerning the amount? 

A Yes, We made a pricing of the coat, roughly 
speaking, about $42,000, 

Q What was the amount of the stock? 

A 6900 shares, » 

Q Was anything said by Mr. Zuber concerning the 
company at that time? 

A Ho said the company was going to make a lot of 
money and he expected the stock to go very high and that 
is the reason he asked me to give him this paper saying 
he could buy back in 60 days at $10, 

Now, sir, in buying the stock, when trading 
the coats for the stock, did you place any reliance on 
this offer to give him an option? 

A Well, I went up and asked the people I knew_ 

Q No, sir. My question is simple. 

NR. NEWMAN: I believe the witness is trying 
to answer the question, your Honor. 


THE COURT: I think he is not responding. Overruled 


Reframe it. 


Q Simply, sir, you stated that Mr. Zuber asked for 
an option for him to purchase the stock back in 60 days 
at S’.O a share? Is that correct? 


Yes 


sir. 









1 
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nmhl5 Grant-direct 


2 

Q Following his offer to do that did you rely on 


3 

that offer by him in deciding to make the transaction? 


i 4 

A Yes, sir. 


5 

MR. GREENBERG: Objection to the leading manner 


6 

1 

of the question, your Honor. 

■ 

' 7 

THE COURT: Overruled. 

i 


8 

Q Why? 

c 

9 

A Well, I didn't deliver the coats at the moment. 


10 

« 

The coats had to be lined and I just thought he was recom¬ 

* 

11 

mended to me and I didn't think they would send anyone who 


12 

wasn t good. 

A 

13 

THE COURT: What kind of furcoats were these? 


14 

THE WITNESS: M..nk and sable, your Honor. 


15 

Q Was anything said by Mr. Zuber concerning the 

-• 

16 

company itself at that time, what the company did or anythin 

. 

J 

17 

to that effect? 


18 

A It was a mining company. That is all I knew about 


19 

it. In Reno, I think. 


20 

Q Were any documents executed on that day? 


21 

A Ho, sir. 


22 

; 

0 Did anything further happen at that meeting 


23 

( 

that you can recall? 


V, • 

1 

A Mo, sir. 


II 

25 : 

0 Directing • our attention to January 10th, what 



% 


t 
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2 

happened on January 10th? 


3 

i 

A 

1 

Nell, Mr. Zuber came down with Mr. Howard 

4 

and his wife again, and I think — now i am positive_ 

i 

5 

Mr. Acton came in with them and he had the stock 

certificate 

6 

| 

v/ith hi n. 


1 

i 

MR. NEWMAN: Who had? 


8 

i 

i 

THE WITNESS: Mr. Zuber. 


9 

o 

1 

Did you have a conversation with anyone 

at that 

10 

time? 



11 

A 

No, at that moment, no. 


12 

Q 

What was the next thing that happened? 


13 

A 

Well, Mr. Zuber gave me the stock with the stock 

14 

powers , 

and the coats were not lined, they had to 

line them- 

15 

do you 

want me to ay it in my own words? 


16 

Q 

Do you recall anything that was said at 

that time? 

17 

A 

No. I had my girl in the office draw up 

that optioi 

18 

to buy 

back the stock, 60 days for $10. 


19 

0 

Was that what Mr. Zuber had asked for? 


20 

A 

Yes, sir. 


21 

0 

Did you agree to give him that option? 


22 

A 

Yes, sir. 


23 

p 

I show you Government's Exhibit 63B for 


24 ' 


i-2tiDr. and ask you if you can identify tha 

t document. 

25 

A 

Yes, sir. 



i 
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2 

Q 

What is it? 


O 

O 

A 

This is a stock option to buy back Pioneer 

f 

4 

Develops. 

ent at $10 and it is signed by Mr. Zuber, myself 


5 

and Mr. 

Robert Hov/ard as a witness. 


6 

Q 

Is this the copy that you retained? 


7 

A 

Yes, this is the one I retained. 


8 

0 

And you turned it over to the United States 


9 

Attorney 

's office? 


10 

A 

Yes, I did, sir. 


11 


MR. WALKER: I offer it. 


12 


MR. DOYLE: No objection. 


' XX 13 


(Government's Exhibit 63received in evidence.) 


14 

Q 

Sir, I also show you 63A for identification and 


15 

ask you 

if you can identify that. 


16 

A 

Yes, sir, these are the coats and the amount of 


17 

the bill 

# 


18 


MR. DOYLE: I didn't hear what you said. 


19 

A 

These are the coats and the amount of the bill. 


20 

Q 

Is this a copy of a bill which you retained? 


21 

A 

Yes, sir. 


22 


MR. WALKER: I offer it. 

y 

22 

| 

MR. ETRSCHNER: No objection. 


24 

I 1 

i. 

(Government's Exhibit 63A received in evidence.) 


25 

; 

o 

i 

1 

Are both o: these documents dated January 10, 1970' 
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Q New, sir, what was the actual value of the coats 
which you turned over for the 6900 shares? 

A .Approximately about $15,000 give or take, 
approximately $15,000. ' 


THE COURT: Total? 

THE WITNESS: Yes. 

Q So this figure of $42,000 on the receipt is 
not the true cost of the coats to you? 

A No, that v/as the selling price. 

Q Why did you mark up the coats to $42,000? 

A Well, I knew nothing about the stock whatsoever. 
It is an over-the-counter stock, and with the option I 
cave for 60 days, I know stocks can go down to practically 
nothing, so I was gambling on the fact if it did go down 
I still might be able to retrieve something. 

Q Sir, did you give the original of this bill. 
Government's Exhibit 63A, to Mr. Zuber? 

A I don't remember. 

0 Does the bill bear Mr. Zuber's name on it? 

Does that refresh your ’ ■‘collection? 

A Yes, Mr. Edward Zuber. 

0 Does that refresh your recollection, is my 
cuestion? 


i 
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A Did I give him one? 

Q Yes. 

A I don't remember if I gave him one. 

Q You retained a copy for your records? Is that 
correct? 

A Right. 

MR. WALKER: May I just read the address on here 
of the document? It is Eclv/ard Zuber, care of Pioneer 
Development, Drake Hotel, 56th and Park Avenue, New York 
City. And if I could read the option agreement, your Honor, 
it is on Mr. Grant's stationery and it is dated January 10, 
1970, and it reads: 

"I, Allen Grant, do hereby give Mr. Edward Zuber 
the exclusive right and option to buy at $10 a share 
the to^al of 6900 shares of free trading over-the-counter 
stock in Pioneer Development Corporation, said option to 
start on the 12tn day of January, 1970, and ending on the 
14th day of March, 1970." 

This document is signed by Mr. Zuber, is it not? 

A Yes. 

Q And by yourself? 

A And Mr. Howard, 

0 Yourself and r-lr. Howard? 

A Yes. I dc,*, 1 1 know if Mr. Howard's signature ^ 





nnh20 
is there? 
Q 
A 
Q 
A 
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Is it? I'm sorry. 

Well, the document speaks for itself. 

Yes, sir. 

Was this signed in your presence? 

Yes, sir. 

THE COURT: Signed just by Zuber. 

.’!R. WALKER: Zuber and Howard. 

THE COURT: Was Mr. Hov/ard present at all these 


times? 


THE WITNESS: Yes, your Honor. 

THE COURT: That you testified about? 

THE WITNESS: Yes, your Honor. 

Q Mr. Grant, did there come a time, sir, when 
you took the stock certificates which you had received 
and sent in to the transfer agent of the company? 

A Yes, sir. 

Q I would like to ask you, sir, did you have 
any conversations with any individual after you received 
the stock about Pioneer Development? 

A Are you speaking originally? Yes, sir. 

Q Will you tell us whom you had that conversation 

with and where it occurred? 

A Alan Segal over on East olst Street. I dorft 


remember the address.. Right off Lexington Avenue 
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THE CCURT: Speak up a little bit, please. 

Q Did you go up there with Pioneer in mind? 

A Yes, s ir. 

Q Whom did you speak to there? 

A Mr. Segal. *• 

Q Was anyone else present? 

A Mr. Gardner. 

Q How long after you received the stock did you 

have this conversation? 

A The same day. 

Q What was said between you and Mr. Segal and 

Mr. Gardner at that time? 

A Well, I didn't know anything about the company, 
so I asked Mr. Segal what he thought of the company. He' 
said he thought it was a very good company and he said 
he would like to buy some additional shares. 

MR. DOYLE: Mr. Grant, I'm sorry — 

THE COURT: He said he thought it was a very good 
company and he said he would like to buy some additional share 
MR. DOYLE: Try to speak louder. 

A — if he could get it at $3 a share, he said. 

Q Was that the extent of that conversation? 

A Yes, sir. 


25 


O 


Did you hoi ! on to your Pioneer stock? 
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A Yes, sir. 

Q Did you try to sell the stock after the 60- day 
option had expired? 

A Yes, sir. 

Q What result did you have? 

A It was worth a few pennies — I don't remember 
exactly hot-/ much. 

Q In your conversation with Mr. Segal, did Mr. 

Segal tell you at any time that he had sold large quantities 
of Pioneer stock? 

A No, sir. 

Q Did he tell you at any time that the mine, the 
mercury mine, was not in commercial operation? 

A No, sir. 

MR. DOYLE: If the full conversation has been 
brought out, there is no point in going -through all the 
things that were not said. 

I 

THE COURT: I don't know any other way to establish 

omission. 

MR. DOYLE: Yes, ask him what was said, and if 
that is complete, that is the end of it. 

THE COURT: Overruled. 

Did Mr. Segal ever tell you that Pioneer Developmer 
Corporation had produced no revenues? 







1 

2 

3 

4 

5 

6 

7 

8 
9 

io i 

i 

n 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

I 

23 ! 

24 
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A No, sir. 

Q Did Mr. Segal ever tell you that Pioneer 
Development Corporation had produced no earnings? 

A No, sir. 

Q In your conversations with Mr. Zuber, Mr. Howard 
*^r• Acton, did any of those individuals ever tel"*, you 
that Pioneer \*as not in operation? 

A No, sir. 

MP. NEWMAN: I am going to object and ask that 
iv. be stricken. There is no evidence that he ever had 
a conversation with the defendant Howard Finkelstein. 

THE COURT: Overruled. 

MR. WALKER: The testimony is that he was present. 
THE CCUF.T: That is why I overruled the objection. 
Q Did any of the three individuals, Howard,Zuber 
or Acton ever tell you that the company had produced no 
revenues? 

A No, sir. 

Q Did you ever see any literaturecn Pioneer 

Development Corporation? 

A No,sir. 

0 Did you ever see any filings with the Securities 

and Exchange Commission? 

A 


25 


No, sir. 
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Did you ever see any prospectuses? 


A No, sir. 


Q Did you ever see any materials whatsoever that 


disclosed what the company did and what its financial 


situation was? 


A No, sir. 


Mr. Grant, I show you Government's Exhibit lw 


i '° r -tf-ntxfication and ask you if you can identify this 
document. I am referring specificaly to a letter which is 


attached to this document. 


A Yes, sir, that is when I sent the 6900 shares 


to be transferred to my name. 


Q Where did you send the letter? 


I think it was Nevada. I don't remember the addres 


Q Did you send it through the mails? 


A Yes, sir. I also enclosed a check for the 


transfer fee 


Q Was that in the amount of $17.50? 


A Yes, sir. 


Now, sir, I show you these certificates. Do 


these appear to be the certificates which you sent to the 


transfer agent at that time' 


^ Yes, sir. 


Did vou rot ivn a return letter from the transfer 
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2 

agent enclosing new shares? 


3 

A 

Yes, sir. V. 


4 

j Q 

Does that appear on a copy of the transmittal 


5 

letter that you received? Look at it closely.. 


6 

i 

A 

i 

Yes,sir, this is the name it was in originally 


7 

and they 

transferred it to my name. 


3 

1 Q 

You received this document in the mails? Is 


0 

that cor 

rcct? 


10 

1 

Yes, sir. 


11 

Q 

I show you Government's Exhibit 64 for identifica- 


12 

tion and 

ask you if you can identify that. 

. 

13 

1 A 

Yes, sir. 


14 

i 

Q 

What is it? 

. 


15 

A 

Pioneer Development Company made out to Allen 


16 

Grant. 



17 

Q 

What are the documents? Stock certificates? 


18 

A 

Stock certificates. Pioneer Development. 


19 

c 

Are these the stock certificates which you 


20 

received 

from the transfer agent? 


21 

A 

Yes. 

/ 


22 

0 

6,000 shares? 


23 

A 

Yes, sir. 


24 

1* 

HP.. WALKER: I offer them. 


25 

1, 

| 

1 

! 

i 

IIP. DOYLE: :o objection. 

0 
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THE CCURT: Received. 

(Government's Exhibit 64 received in evidence.) 
MR. WALKER: I have no further questions of this 


THE COURT: We-will take our morning recess. 
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(Jury present.) 


THE COURT: All right. 

MR. DOYLE: I have no questions of Mr. Grant. 
MR. GREENBERG: May I proceed? 


CROSS EXAMINATION " 

BY MR. GREENEERG: 

Q Good morning, Mr. Grant. 

'When Michael Gardner called you on or about 
January 9th, how long had you known him at that time, 
sir? 


A A year or so. 

Q What was your relationship with Mr. Gardner? 

A We used to go to the same tailor together - . 

0 Have you ever done — 

MR. DOYLE: Same what? 

THE WITNESS: Tailor. 

MR. DOYLE: Same tailor? 

THE WITNESS: To have our suits made. 

Q Have you had any business dealings with Mr. 

Gardner? 

A Yes, he bought a fur coat from me. 

0 Anything else? 


A No. 


Q 


Nov/, the stock certificates that you received 
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in exchange for the coats were the ones in the name of 
Jay Walker, is that right? 

A Yes, sir. 

Q And were you told that the certificates were 

actually the property of Mr. Acton? 

A No, sir. 

MR. GREENBERG: Your Honor, I want to make 
reference to an exhibit. Government's Exhibit No. 14, 
which has been received in evidence and read to the jury. 

I would like to make reference to it before the jury and 
paraphrase it so they will know what I am talking of. 

This is a letter to Jay Walker dated November 
10th, 1969, signed by Michael Clegg,.in which Mr. Clegg, 
acting as president of Pioneer Development, acknowledged 
that certain shares of stock were issued in Mr. Walker's 
name in error. 

Q Mx. Grant, I show you what has been marked 
Government's Exhibit Ho. 14 for identification and 
received. 

i. 

Please look at that, sir. Did Mr. Zuber show 

you that document on that date, sir? 

A No, sir. 

0 And you were not told that the stock was actually 

the propertv of Mr. Acton? 
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A No, sir. 

Q All right. 

Now, when you were given the stock certificates, 
isn't it true, sir, that you called your broker to check 
- on the price? 

A Yes, sir. 

0 Did your broker tell you that the stock was, 

in fact, selling for around $6 a share? 

A Yes, sir. 

Q • So the value of the stock at that time was just 
about $42,000? 

A Yes, sir. 

Q The actual value of the coats was $15,000 you 

have testified. 

A Yes, sir. 

O What would be your normal markup on a coat, about 

what per cent? 

A About a third. 

Q About 25 per cent? 

A 25 to a third, depends on the situation. 

Q So in this case your markup was approximately 

300 per cent, is that right? 

A Yes, sir. 

Q And that would be about 20 times over your normal 


- IT - 1 - 

!\ 


v? 


<* 

r \ 
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narkup, is that fair? 

A Let me just do a little arithmetic. May I? 

Weil, actually it wasn't 300 per cent. About 
200 per cent. Less than 200 per cent. 15,000 in 
relation — 

Q Well, it's a matter of arithmetic. 

A If it's a matter of arithmetic, let's get it 

straight. 

Q I'm sorry. I was working with 15. I think 

you are right. It is closer to 200 per cent, sir. 

A Less than that. 

Q Now, let's see, if the option had been exercised 
at $10 a share, you would then have received $69,000 back, 
is that right? 

A That's right. 

Q And that would have been about a 450 per cent 

profit? 

A It's all hypothetical. I got nothing back. 

Q At the time that you made the transaction, you 
thouaht you were making a good deal, did you not, sir? 

A Yes, sir, I would have. 

0 And you tho ught you were going to make a profit 
on the transaction, is that right? 

A Yes, sir. Again, it was hypothetical because 
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60 days — 

0 Under the terms of the option, as I understand 

it, Mr. Zuber had the right to buy the stock back within 
60 days at $10 a share, is that right? 

a 

A Yes, sir. 

Q Eut he had no obligation to do so, did he? 

A He had the option. 

Q He had no obligation, though? 

A I'm sorry, sir. It says exclusive — 

• MR. WALKER: I object. 

THE COURT: Sustained. 

A It says exclusive right — 

MR. WALKER: Mr. Grant, an objection was sustainec.. 
THE WITNESS: I'm sorry. 

Q Now, with reference to the statements made by 
Mr. Zuber about the mine, isn't it true, sir, that they 
told you that the mine was about to go into operation? 

A No, sir 

Q Didn't they tell you they were waiting for som^ 

equipment before it would become operable? 

A I don't know if they told me. Somebody told' ( 

\ 

me that. I don't remember whom. , 

1 

i 

Q In fact, didn't Mr. Zuber say they were waiting, 

for a piece of equipment that they needed to get the mine 



JA935 

Grant-cross 


into commercial oroduction? 


I don't remember, sir. 


Q Eut someone there had told you that they were 

waiting for a piece of equipment? 


Someone told me, 


I do not remember whom. 


Q Did they tell you — did Mr. Zuber tell you tnat 

Mr. Acton had invested several thousand dollars of his own 
money in the mine? 


No, sir. 


Q Did they tell you Mr. Clegg had done that? 

A No, sir. 


Q They did not tell you anything to indicate that 

the price of the stock was being artificially raised, did 


they, sir? 


No, sir 


You never tried to sell — you did try and sell 


the stock after 60 days? 


No, I did -- oh, yes, after 60 days, yes, sir. 
But you found that you could not do so, is tht 


right? 


Pardon? 


You found you could not do so, is that right? 

I was offered very little, pennies, as a matter 


of fact. 


I thought I'd stay with it. 




1 

1 
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2 I 

Q 

Did you bring a lawsuit against anyone in this 

3 

connection? 


4 

A 

No, sir. 

5 

Q 

I beg pardon? 

6 

A 

No, sir. 

7 

Q 

Would you wait until I finish my question so the 

8 

reDorter can get down what both of us said? 

9 

i 


All right. 

10 

! 

i 

Mr. Grant, please look again at Government's 

11 

Exhibit 63 

received in evidence, the receipt for the 

12 

coats. 


13 

A 

Right. 

14 

Q 

Reflecting seven coats with a total value of 

15 

$42,000. 


16 

A 

Right. 

17 

Q 

1 • 

The price is indicated hereon are highly inflated 

18 

are they not, sir? 

19 

A 

I can't hear you. 

20 

Q 

The price is indicated herein are highly inflated, 

21 

aren't they? 

22 


MR. WALKER: Objection; repetitive. 

23 


THE COURT: I think it is repetitive, Mr. 

24 

Greenberg. 


25 

Q 

1 

Did you represent to them that this was a fair 

1 


7 
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2 

value for the coats, sir? 



> 


3 

A We never went into it. 

1 



Q Well, in writing -- in putting the amount on 


5 1 

this paper, that is what you intended to represent, isn't 

i 


6 

m Am 

X U r 


7 

A Well, the amounts are as stated. 


8 

Q You represented that as a fair value? 


9 

A They represent the prices I quote them, yes, sir. 


10 j 

Q There after, in acquiring this stock, in 


11 

exchange for the coats, you used the mails, is that right? 


12 

A Used what? 


13 

Q You used the mails; you sent the stock certi- 


14 

| 

ficates through the mail? 


15 

A Yes, sir. Transfer, you mean. 


16 

Q Are You aware, Mr. Grant, that you have just 


17 

admitted to two elements of mail fraud? 


18 

MR. WALKER: Objection. 


19 

THE COURT: Sustained. 


20 

0 Has Mr. Walker told you that you would not be 


21 

prosecuted in this case? 


22 

MR. WALKER: Objection. 


mm 

r 23 

THE COURT: Sustained. 


? 2' 

0 Did Mr. Walker ever tell you you were a suspect 


2i 

f 

| 

in this case? 

I 

1 

1 





12 i! 


21 


Honor. 
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MR. WALKER: Objection. 

THE COURT: Sustained. 

MR. GREENBERG: No further questions, your 


MR. NEWMAN: I have no questions, your Honor 
MR. DOYLE: Nothing, your Honor. 

MR. WINOGRAD: Nothing. 

MR WALKER: I have some redirect. 


REDIRECT EXAMINATION 


BY MR. WALKER: 


Q Mr. Grant, you were asked by Mr. Greenberg about 

the markup on the coats, is that correct? 

A Yes, sir. 

Q Did you make any money on this deal yourself? 


here. 


I never got one nickel in return for anything 


Now, as far as this 60-day option was concerned. 


when you received that, when you gave that option, did you 
feel that you were obliged not to 

MR. KIRSCHNER: Objection, your Honor. 

THE COURT: Sustained. 

Q You were asked °n cross-examination whether or 
not you were told the certificates in the name of Jay 
talker belonged to Acton and you said that you were not 









• wf/' 4 


10 ! 


11 ! 
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o 1 

Q 

lie said the stock was in the name of Jay 


i 

3 !i 

4 

Walker? 

A 

Jay Walker, if I'm not mistaken. 


i 

„ i 

5 

C 

Who said that? 


! 

6 

i 

A 

Mr. Zuber. 


t 

7 i 

. 

MR. WALKER: I have no further questions. 


8 1 

1 


MR. KIRSCHNER: No further questions. 


9 l! 

i, 


MR. DOYLE: Nothing further, your Honor. 


I 

10 •' 

, I • 


THE COURT: All right. 


11 1 

• 

You are excused. 


12 


(Witness excused.) 


13 


!1R. SIFFERT: Your Honor, by stipulation with 


14 

Mr. Pape, 

Government will offer Government's Exhibit 32-C , 


13 

• 

in evidence. 


16 


MR. PAPE: No objection, your Honor. 


17 


THE COURT: Received. 


18 

1 

i 

1 

1 

(Government's Exhibit 32-C was received in 


19 

evidence.) 

::x 

20 


MR. WALKER: The Government calls Don Shepherd. 


21 

1 

- - 


22 




23 

1 

1 



24 

I 

1 


_ 

25 







- 


JA941 


WILLIAM 


DON 


SHEPHERD, called as 


a witness by the Government, being first duly sworn, 
testified as follows: 


DIRECT EXAMINATION 


BY MR. WALKER: 


n Mr. Shepherd, directing your attention, sir, to 

approximately December of 1969, h^w were you employed? 

A I was self-employed. 

Q sir, at that time were you a hundred per cent 

stockholder of a company called Pioneer Casualty? 

A I was, sir. 

O And, sir, directing your attention to late 

December 1969, did you have a conversation with a man 
by the name of Mike Clegg in connection with a trans¬ 


action? 


Yes. 


n And would you tell us, sir, what the proposed 

transaction was? 

A Mr. Clegg had proposed to — 

MR. DOYLE: Your Honor, if we are going into a 
conversation, can wo have who else was present? 

MR. WALKER: Very well. 

t 

o Where was this conversation, sir? 

A As I recollect, it was in my office in Houston, 
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Texas. 


11 : 


II 

13 |, 


Who else was present? 

Just Mr. Clegg and myself. 

And what was the conversation at that time? 
Mr. Clegg had proposed to Mr. Buis, president 


of Pion .or Casualty — 


Old Mr. Clegg talk to you? 


Mr. Clegg talked to me about a deal he proposed 


to Mr. Buis. 


Q What did he say? 

A Whereby he would trade 200,000 shares of Pioneer 

Development Company to Pioneer — 

Q Pioneer Development Company stock? 

A Stock to Pioneer Castualty Company in return for 

$600,000 worth of Pioneer Casualty Company surplus 


debentures 


And what was yout conversation with Mr. Clegg 


at that time? 


A I asked Mr. Clegg what he proposed to do with 

these surplus debentures, that I didn't understand why he 
would want them, that they were not the normal type 
debenture that a corporation issues. These are speciall' 

designed debentures, the wording designed by the State 
Insurance Commission of Texas, and for a specific purpose. 
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C And, sir, what did Mr. Clegg say? 

A He said he understood that. I believe he 

had a copy cf the wording and said that he had already 
talked with his banker and they had checked out Pioneer 
Casualty Company and they were going to loan him • >me money 
on these debentures if he could make this deal. 

n Now, did You discuss with Mr. Clegg the terms 

of the debenture at that tine? 

A The important points of it, yes, sir. 

n What did you say to him? 

A I asked him if he understood what the debenture 

was, that it was simply a promise to pay at some date to 
bcdetermined wholly by the board of directors of Pioneer 
Casualty Company and that it would only be payable when 
the board voted to pay it. 

Q Did you tell him whether there was any obliga¬ 

tion on the pa-t of the board to vote this promise to pay? 

A I’m sure I did. There is no obligation there 

designed in that way because the casualty company or anu 
casualty company docs not have to show those as a liability 
against the company's assets. We footnote them in our 
statement, but they are not a direct liability of the 
company. 

t:ik COURT- I take it there was no other 


/ 


17 


Q ! 

IS 


tion on the 

19 


A 

20 

i' 

1* 

jt 

designed in 

21 

H 

I 

casualty cc 

22 

1 

against the 

rri 

I 

statement, 

21 

i; 

jl 

company. 

2 r > 









I 
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n 

1 

1, 

relationship than the one you're talking about between 


n 

ir 

( 

1 

I 

Pioneer Casualty and Pioneer Development? 


A 

s 

I 

l 

1 

) 

TUP WITNESS: No, sir, it was a very unfortunate 


n 

! 

coincidence. 


C 


THE COURT: Independent company? 


i 


THE WITNESS: Yes, sir. 


8 


0 Do you know whether Clegg was ever successful 


9 

i 

in raising money, using these debentures? 


10 


A I don't think he was. I do not know that, sir. 


n 

i 

but I don't think he was. 


12 

i ! 

q Mr. Shepherd, is this a copy of the debenture. 


13 

! 

the one contained on Government's Exhibit 10 in evidence, 


14 

i{ 

1Q-A in evidence? 


• - 


Vos, sir. 




> . ■ t:! . -st like to 


17 

ti 

esc » c-urre • i ' • •.•b-otnro. 


18 

1; 

it 

"The principal, amount oi : this debenture shall 


19 

i 

j 

not constitute a liability of Pioneer Casualty 


2C 

i 

|| 

Company or a claim against any of its funds or assets 


21 

ji 

oxcont as herein provided and it shall be payable 


22 

ij 

ii 

only u r »on affirmative vote of its board of directors. 


O) 

it 

I 

y Dow, Mr. Shepherd, have you yourself ever been 


24 

conv ■ shod of a crime? 


2T> 

i 

1 

A ''ec, sir. 
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- i 

* i; 


8 H 


9 

10 

11 

12 

13 

11 

15 

16 
IT 
18 


r >:1 


23 

21 


^ I' 

oo |i 


y.-' 


Q 


Q 


n 

A 

Q 


llow many times? 

One time, sir. 

And was that the crime of mail fraud? 
Violation cf the Mail Fraud Act, yes, sir. 
Violation of the Mail Fraud Act? 

Yes, sir. 

Is that case on appeal right now? 

A Yes, sir. 

MR. WALKER: I /e no further questio ns of 


this witness. 


MR. DOYLE: Your Honor, there is a problem here 
because we 'ust got the 3500 material before he took the 
stand and it consists of this much (indicating), so that I 
can't represent it is totally irrelevant because I haven't 
read it. 

MR. WALKER: Your Honor, his direct testimony 
was extreme!.v brief. 

fUE COURT: I just heard, so you don't need to 
tell me about it. 

MR. WALKER: I can point out the portions of 
the 3)00 material that relate to the direct testimony and 
then he can be made available for the defense if they wish 
to call him for any -- 


25 


THE COURT: Well, let’s take him off the stand 




» 


1 
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* 


9 

* 

now, defer vross-exanu nation. 

ii 



3 

You will remain, Mr. Shepherd, subject to 

i 


7 

1 

; recall. 



5 

■'IIK WITNESS: Yes, sir. 



c 

(Witness temporarily excused.) 


3 

7 i 

| THE COURT: Take the next witness. 



8 

1 

9 

MR. WALKER: Very well. Ous Kostos. 



10 

GUS ii I C 11 A E Ii KOSTOS, called as a 



ii i 

1 

witness bv the Government, being first duly sworn, 

i 



12 

I 

testified as follows: 



13 

MR. WALKER: May I proceed, your Honor? 



14 

THE COURT: Yes. 



15 

DIRECT EXAMINATION 



16 

i 

UY MR. WALKER: 



.7 i 

7 i 

| 

0 Mr. Kostos, how are you presently employed, sir? 



18 ' 
j 

i 

A I an employed as a registered representative 



19 ; 

with Shearson, Hayden Stone. 



20 | 

o Mr. Kostos, would you speak slowly and speak a 

| 



21 

little more loudly than you areused to doing so everyone 

i 



22 

can hoar you? 



23 

1 

Directing your attention, sir, to October of 



24 

1969, were you employed at Orvis Brothers? 

j 


* 

26 

A Yes, sir. 

| 

i 

j 

V 



1 

1 
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1 

ty | 

0 

V.crc you a registered representative there? 

3 ! 
1 

A 

Yes, sir. 

1 

0 

Did you meet Alan Segal in late Auqust or early 

5 

Septenber 

of 1369? 

i 

| 


Thereabouts, yes, sir. 

’ | 

0 

Did there come a tine, sir, when Mr. Segal caused 

S 

well, directing your attention to October 24th or there- 

9 

about**, was there a delivery of stock on or about that day? 

19 

A 

The**e was a delivery of stock, yes, sir. 

11 

Q 

’..’hat stock was it? 

12 

l 

A 

Pioneer Development. 

M 

* O 

And who delivered the stock to Orvis? 

14 

A 

i 

Mv memory is not fresh there. It was either 

15 

Mr. Sonal 

or one of his office nelp. 

' 

16 

: 

Do you know his office help? 

17 

A 

The ones I knew were Francine Zahl and Gary 

IS 

Torre.?. 


V' 

! r 

i 

V’as this stock nut into an account in Mr. Segal's 

20 

n.ine at Or vis? 

21 

A 

i 

Yes, sir. 

22 

1 

20,000 shares? 

29 

A 

Yes, sir. 

2A 

n 

1 

Subsequent to that, sir, did Mr. Segal sell this 

25 

1 

1 , 
stock? 



II 
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A Yes, sir. 

Q I show you Government's Exhibit 110 for identi¬ 

fication and ask you, sir, first of all, is this an account 
statement in the name of Alan Segal? 

A Yes, it is. 

q 7»nd does it reflect the settlement date in the 

S 

left-hand column? 

\ yes, sir. 

n Does it shew, sir, a receipt of approximately 

20,00° shares of Pioneer Development Corporation on October 
31st? 

A It shov/s exactly 20,000 shares deposited, 

n Now, v/ould that be on the 31st or is that the 

settlement date? Would it hase actually been delivered 
on some other date? 

A It would have boon delivered, I would approximate, 

about a wock or ten days before that and entered into the 
account, the bookkeeping date of October 31st, which as 
opposed to a settlement date on transactions. 

MR. WALKER: I offer this statement. 

MR. DOYLE: No objection. 

THE COURT: Received. 

(Government's Exhibit 110 was received in 


evidence .) 
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2 i 

Q 

Mr. I^ostos, thereafter did Mr. Segal bring 


3 

accounts of 

individuals to Orvis Brothers? 


* 

A 

A 

Yes, sir. 



1 

5 i 

0 

And can you remember the names of those 



r 

6 | 

Indiv 5 duals 

? 



" i 


Ib’mnn Freedman, Nat Farber, Bonnie Kroll, 

Jack 


o , 

' 

i 

McCarthy. 




O 

Q 

U’as an account opened in tlie name of Francine 


10 

3ahl? 




H ' 

1 

A 

Francine Zahl. 



12 ! 

i 

i 

0 

i 

Nov/, with respect to the Zahl account, I 

show 


13 

i 

I 

vou Government's Exhibit 108 for identification and 

i 

ask 


14 

if you can 

identify this as the statement? 



15 

! 

j A 

Yes, sir. 



16 


MR. WALKER: Any objection? 



r 

' 

MR. DOYLE: No. 



18 

' 

♦ 

THE COURT: Received. 



19 


(Government's Exhibit 108 was received in 


2r. 

i 

evidence. ) 

I 


XX 

21 

I 

Q 

i 

Does this statement, sir, reflect a single 


22 

sale of Pi 

oncer Development Corporation, settlement 

date 


21 

November 10th, 19G9, 1300 shares? 



2-1 

ii A 

1300 shares, November 10th, a sale at -- 

I can't 


25 

make that 

! 

I 

out: too well -- yes, it represents a sale 

on 
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j ks 

settlement date of November 10th of 1300 shares of Pioneer 
Develooment. 

MR. WALKER: May the record reflect that the 
nnoui.t on the certificate is $10,837.76. 

n Nov;, following this time when these various 

accounts were opened, did Mr. Segal instruct you to sell 
stock from his account into these other accounts? 

A Yes, sir. 

p Mo you recall, sir, approximately hcv; many 

shares were crossed -- would the term "cross" be 
appropriate? 

A Yes. 

0 -- v;ere crossed at Orvis Brothers in the Seoal 

account into one of these other accounts, that is, Farber, 
Kroll, McCarthy or Freedman? 

A The exact number of shares? 

Q Yes. If I showed you a document — 

A Yes, would you, please? 

Q Would that help you? 

A Yes. 

Q Was there also another account by the name of 

Edson Structures? 

*. Yes. 

P I show you this schedule, sir, and ask you if 
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check marks reflect crosses into other accounts from 


1 i| Seoal? 


A 


The check marks do, yes. 




'heck marks do? 

t 

\ 

V e s. 

1 

7 


I' T ’. WALKER: May v/e mark this Government’s 

| 

v 1 

Exhibit 1 

r n ~ 

9 

I 

•*r. DOYLE: Is it an Orvis Brothers schedule? 

19 I 1 

1 

ME. WALKER: No. I won’t offer it. 

' 1 

11 1 

• 

j 

MR. DOYLE: No, it’s all right. Who prepared 

12 || it? 


13 j 

| 

"R. WALKER: It was prepared by an SEC 

i 

11 i 

investigator. 

i 

15 

1 

MR. DOYLE: No objection, your Honor. 

16 

| 

THE COURT: Received. 

17 

1 

(Government's Exhibit 152 was received in 

16 

. 

evi 

dence.) 

19 

I 

Q 

Does it also reflect certain sales out of the 

29 

Segal account into the market, the general market? 

21 

1 

A 

Yes, at the bottom. 

22 l| O 

1! 

That is the bottom portion, is that correct? 

1 

i 

1 

A 

The bottom portion. 

24 : 

! 0 

Sir, with respect to any of these transactions 

o, i 

j 

did vou 

* 

sneak to the individuals who were purchasing the 


;i 

ii 






JA952 


jks 

stock? 


Kostos-direct 


804 


A Yes. 

And did you do that in each case? 


A Yen. 

q Mow, was the result of these transactions that 

immediately cash would be generated? 

a '.’ell, seven days, settlement date, cash would 

be generated, yes. 

Q Cash would be generated in the Segal account, 

is that correct? 

A Settlement date, yes. 

o And, sir, did you sign a series of letters of 

instruction for deposits to be made at the-Republic 
National Bank of the proceeds from the sales of these 

stocks? 

A I wouldn't sign letters. I may initial them. 

Could I see a couple? 

n I show you Government's Exhibit 46 in evidence. 

Is that your signature? 

A Yes, right. 

q -17 in evidence, is that your signature? 

A Yes, right. 

2 in evidence, is that your signature? 



I! 
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53 in evidence, is that your signature? 


in li 


q nid vou have anv conversations with Mr. Segal 

or with the individuals whom you have named to the effect 
that these individuals were buying for their own account? 

A V os . 

•*r. DOYLE: Your Honor, I do object to the ques- 

I 

tion. I realine it has already been answered, but could 
ha ,r e what, the conversation was, who he spoke to? 

THE COURT: Yes. 

o Tf you can recall, sir, can you tell us whether 

or not, just yes or no, whether or not you had a conversa¬ 
tion with Nat Farber concerning his purchase of stock? 


q was there anything said, sir, as to whose account 

it was being purchased for? 

A Hat Farber. 

q Who said that? 

A Nat Farber and Alan Segal. 

MR. DOYLE: Could we get the conversation in the 

witness' own words? Mr. Walker is really spelling out 

the entire conversation. I would like to hear the 

witness’ version of it. 


MR. WALKEJ Very well. 

THF. COURT It would help. 





1 


r 
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Do you recall, sir, at the time these accounts 


were opened, specifically, the Nat Farbor account, which 


reflects a purchase settlement date of December 5, 1969, 


ar.d a purchr.se of 2,000 shares of Pioneer Development, 


did you hav^ a corn*- rsation with Mr. Farber about that 


t ime ? 


.A Yes. 


FED COURT: What did he nay and what did you say? 


TIER V7ITNESS: Nell, not exactly. The general 


trend in that ho was buying. 


THE CCURT: Tell us as best you can remember 


what he said, 


THE WITNESS: That he wanted to buy a thousand 


or 2,COO shares of Pioneer Development. The exact figure 


T. don't ror.v'mber. And he will be buying it out of Allen 


'opal's account. 


0 Did vou have a conversation with Mr. Segal during 


that period of time? 


A Yen. 


O What did he sav? 


i’hat he would be crossing so many shares out 


of hie account into Mr. Farber's. 


Did you have a conversation with Mr. Freedman 


on oi about the hegii aing of November concerning the 
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transaction of a thousand shares of Pioneer Development 
in his account? 


C T.’’, 


7*' -it '.-’as the conversion? 


A The conversation would be the same. 


n .->t? 


A Th~ conversation v/ould be the same, generally 


r* ■ 


”0 would buy so many shares from Alan Segal. 


10 ii 


Did you have a conversation with a Bonnie Kroll 


during this period of time? 


Yes. 


0. T .7hnt did she sav? 


A Approximately the same thing. 

° Dfd you have a conversation with Jack McCarthy? 

A Ye r, sir. 

° Yhat was your conversation with Mr. McCarthy? 


18 l! 


A 71 noro::.’mate ly the same thing. Ho v/ould be 


21 ii 


buying so many shares out of Mr. Segal's account. 

0 Dir’. Mr. Segal speak to you about these various 
trades? 


A Yes 


0 Uh.rt did he sav? 


A That he was selling so many shares out of his 


account to these resf ctivo individuals. 


7 





I 


7 


M 12 


H 14 


V: 19 
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Q was the same true for Edson Structures? 

A Yes, sir. 

MR. WALKER: That is all. 

MR. DOYLE: We have the same problem with this 

witness, material that we got this morning. 

THE COURT: You are excused subject to recall. 

you will have to remain. 

THE WITNESS: Thank you. 

(Witness temporarily excused.) 

MR. WALKER: la Mr.Ayne* here? 

THE CLERK: No. 

MR. WALKER: Mr. Nerenberg. 

HOWARD NERENBERG, a witness called on behalf 
of the government, being first duly sworn, testified 
as follows: 


DIRECT EXAMINATION 
BY MR. WALKER: 


.* * 


Q Mr. Nerenberg, how are you presently employed? 

A I am self-employed. 

q What is your occupation? 

A I run a knitwear production service. 

q Sir, did there come a time, directing your 

attentip n to October of 1969, when you purchased a stock. 


SOUTHERN OIST RICT COURT REPORTERS U.* 

FOLEY SQUARE NEW TORN. N.Y. CO7ASB0 


X 
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Pioneer Development Corporation? 

A Yes, I did. 

Q You first purchased Pioneer Development 

Corporation r toe It on approximately November 11, 1969? 

A Yes. 

0 Did you have a conversation with any individual 

prior to purchasing the Pioneer Development stock, without 
telling us what the conversation was? Would you tell us 
just simply whether yov did. 

A • Yor, I did. 

0 Who was that individual? 

A Robert Meyer. 

MR. WALKER: I would offer what Mr. Meyers 

told him about it. 

MR,. DOYLE: Objection. There is no foundation 
for any alleged conversation. 

THE CCURT: I will allow it. Overruled. 

Q What was the conversation that you had with 
Mr. Meyer tit that time? 

A Mr. Meyer, told me in reference to Pioneer 
that he had heard about the stock on very good information 
and that it might be the type of thing that I would like 
to buv, that he wa3 buying some. 

n Do you recall anything further that he said 


\ 
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at that tir^ about the stock? 

A Yes, he said that the person who had given 
hin the information had pretty close contact with the 
cmpany directly or somebody v/ho had contact with the 
company and that this stock should do very well, we should 
be able to make a lot of money with it. 

O Did he say who had recommended the stock to him? 

A I believe it was a Mr. Berman that he had mentioned. 

MR. DOYLE: Your Honor, I would like to move to 
strike the testimony at this time. 


TITE COURT: Would you come up. 

(At the side bar.) 

THE COURT: I trusted you would lead me into 


16 ! 


a situation with a co-conspirator. He obviously isn't one. 

MR. WALKER: It is the government's position 
that a conversation by an innocent agent is just as 


admissible, not for the truth of the contents, but to 
show why this person bought. 


22 ,! 


THE COURT: How do you establish that he is an 


agent of anybody? 


MR. WALKER: When a tout occurs in stock it is 


intended that the word will spread and that will create 


i buying. 


25 i 


COURT: ’he chain is what I am trying to get at, 
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MR. WALKER: Your Honor, tho chain has been 
established as going from Levine to Berman to Meyer, 

Eddie Levir.e, a co-conspirator, to Berman, to Meyer, to 
this man. 

THE COURT: All right. 

(In open court.) 

0 Now, following that conversation did you effect 
purchases in Pioneer yourself? 

A Yes, I did. 

0 I show you this document. It's a bit difficult 

to read. But is this a microfilm of your account at 
C.B. Richard, Ellis & Company? 

A Yes. 

MB.. WALKER: I offer it. 

MR. DOYLE: No objection. 

(Government's Exhibit 115 received in evidence.) 

MR. DOYLE: I would like to reserve the relevancy 
objection I made at the side bar. Let me assert the objectio 
and have your Honor rule on it. Is it overruled? 

THE COURT: Yes, the objection is overruled. 

I thought you understood that. 

Q Mr. Nerenberg, did you purchase 500 shares on 

November llhh at 8-7/8 for $4,516.90? 

A Yes, I did. 





T 
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Did you purchase 300 on November 13th, 300 shares 
on November 13th at $9 a share for $2,748? 

A Yes. 

0 Did you purchase 200 shares on December 18th 
at $8 a share, with a total price of 1,630? 

A Yes, I have, 

0 So was your total cost, sir, $1,009,90? 

A Yes. There was one more purchase after that, 
on December 29th. 

Q CO v/hat day? 

A December 29th, to make up the total. 

0 How much was that? 

A 200 shares for a total purchase of $1,125. 

1 That v/as at $5 a share? 

A 5-1/2. 

Now, sir, did there come a time when you had 
a further conversation with Robert Meyer after you had 
purchased stock initially? 

A Yes. 

0 What was that conversation? 

A Well, the stock had started falling and I had 
ouestionod whether Bob had known anything more about 
the stock or heard anything about it, and at the time he 
said no, but he had 5 t up a meeting with the president 


i 
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0 

10 

11 


I 


I 

i! 


12 ! 

■I 

i 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 


!! 


of the company. 

Q Some time shortly thereafter did you have a 
further conversation with him? 

A Yes, I did. 


Q What v/as that, conversation? 

A It was in reference to his meeting with the 
^resident of the company, and at that time he said that 
he had mot with the president of the company, he had been 
assured there was nothing wrong with the stock, we would 
all make a lot of money with it, the stock would be fine, 
and Bob's comment at that time was that he had not been 
convinced, but that is what the man had said. 

Q Sir, as a result of that conversation did you 
effect any further purchases in the stock? 

A I think this is when I bought that last 200 shares 
that we have just mentioned. 

0. Sir, as a result of that conversation did you 
sell any of that stock? 

A No, I did not sell any. 

O Si", do you still have the stock today? 

A Yes, I do. 

0 Have you tried to sell it since that period of tinn? 

A I Questioned my broker. He said there is 
absolutely no market In it. 








V ' 
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Q Sir, at any time did you receive any financial 
information or other literature from either the company 
or any oth^r individual concerning the stock? 

A No, I did not. 

Q Did you receive any SEC prospectuses or filings 
in connection with the purchase of the stock? 


Q Sir, were you ever informed by anyone that the 
ccmpnnv had no revenues? 

A No, I was not. 


Q Were you ever informed by anyone that the company 


had no commercial production? 


A No, I was not. 


Q Sir, did you receive confirmations in respect 


to each of the purchases of stock from C.B. Richard, 
Ellis . r : Ccmoanv? 


o Did you receive those in the mail? 

A Yes, I did. 

Q And at that time, sir, was your address at 
410 East ^Oth Street, Now York, New York? 

A No, it is 110 VJost 40th. 

O 110 Nest 40th Street, New York, Now York? 


A Yes 


■i; 


•V 
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Aymes-direct 

2 Q Were the confirmations sent to that address? 

3 A Yes, they were, 

4 r '- R * WALKER: I have no further questions of this 

5 ! witness. 

It 

i 

MR. DOYLE: No questions, your Honor, 


li 


7 1 



THE CCITRT: You are excused. 

| 



(Witness excused.) 

9 



MR. WALKER: I call Doniel Aymes. 

10 

» 




1 . 1 

i 

D 

1 

ONI 

E L A Y M E S, a witness called on behalf of 

12 1 

| 

the 

government, being first duly sworn, testified 

13 

1 

| 

a3 

follows: 

14 

DIRECT EXAMINATION 

15 

I 

BY 

MR. WALKER: 

16 

1 

i 

1 

O 

Mr. Aymes, how are you presently employed? 

17 


A 

I am president of the Alphabex Corporation, 

18 

|j 

n 

is the business of Alphabex Corporation? 

,0 j 

l 

i 

A 

We are a contract job shop. 

20 

i 

I 

n 

Nov, sir, do you know Alan Segal? 

21 


A 

Yes, I do. 

22 ( 

1 

q 

I!ow long have you known Mr. Segal? 

o n , 

i 

A 

Since 1967, ' 68 . 

21 ; 


Ci 

S'*-, did there come a time when Mr. Segal sp oke 


o vo i r bout a stock ailed Pioneer Development Corporation? 
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A Yes, sir. 

Q Sir, on you tell us approximately when that 

occurred? I show you a statement of Walston & Company, 
a computer run which bears a settlement date of October 7, 
1969, or thereabouts. I believe it ' s a settlement date. 

Does that refresh your recollection? 

A Yes, it does. 

O Prior to the transaction in Pioneer of a thousand 

shares did you have a conversation with Mr. Segal? 

A Yes. 

Q And what was your conversation with Mr. Segal 
at that time? 

A That there would be a stock forthcoming in the 
very near future for me to buy. 

Q Sir, do you recall how many shares were purchased 
in your name? 

A May I see the document? 

0 Yes. 

How many? 

A I initially was told to purchase 1,000, then a 
a day or two later I was told to purchase another thousand, 
and then I think at the end of that week or the following 
week I was told to purchase for Mr. Segal's account 2,000. 

0 When you say for Mr. Segal's account, 'hat do 


SOUTHERN DISTRIC T COURT REPORTERS U S COURTHOUSE 
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you mean? Did you have a conversation with Mr. Segal on 


that score? 


A Right, that I should buy the stock in my name 


F or him and he would reimburse me with the money. 

0 Now, sir, did you follow his recommendation 
as to the first two 1,000-share purchases? 


Y-s. 


Q Sir, did you purchase a thousand shares of 


Pioneer Development at $8.50 a share on or about November 7th? 


11 


That is correct. 


Did you purchase another thousand shares of 


Pioneer Development at 8-3/4 at or about November 10th? 
A That is correct. 


16 ;i 


Were those shares purchased for your n account? 


Dor my own account. 


Did you eventually sell those shares? 


A No, I still hold them. 

Q Do you know what their value is today? 

A Worthless. 

Q With respect to the final 2,000 shares that were 
ourchased 5n your name, will you tell us, sir, whether 


2-1 |l 


■^cu had a conversation with Mr. Segal? As best you can 
reenl1. 


25 


A 


I had more .than one conversation. The initial 
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1 
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Aymes-direct 

2 

conversation I believe was in mid-November, and it was 

3 

in his office on, I believe, 61st Street. 

4 1 

I 

0 

Do you remember who else was present, aside 

5 1 

1 

from Mr. 

Segal and yourself? 


A 

To the best of my knowledge I think stu Schiffman. 

7 i 

Q 

What was the conversation at that time? Who 

8 

said what? 

9 

A 

I believe Mr. Segal indicated to me to purchase 

10 

i 

these shares in my name through my broker and that he 

| 

11 

1 

would pay mo within the four days as required, which I 

12 j 

1 

indicated had to be done for those shares on Pioneer. 

13 

Q 

1 

Was there any discussion as to why he was doing 

14 

this? 


15 

T\ 

Yes. 

16 


What did he say? 

17 

A 

That the stock vrould have a meteoric rise in 

18 

the near 

future. 

19 

Q 

Did you pay for the 2,000 shares that were purchase 

20 

in your name for Mr. Segal? 

21 


No, I did not. 

22 

o 

j 

What happened at the end of the four days or five 

23 

1 

days, on 

the settlement date? 

24 

25 

I ■' 

then vndi 

H 

Mr. Segal did not come up with the money. I 

cated the problem to my broker, which was Walston 



JA967 


mmhl4 


Aymes-direct 


& Company, and I hadthem call and talk to Mr. Segal. 

Q Did you talk to Mr. Segal? v, 

A Yes, I did in the same conversation Mr. Segal 
indicated to my broker, Russell La Condra, that he would 
take care of it, and a check would be forthcoming. It 
took us until about the 10th or 12th of December and no 
funds were forthcoming. Walston pressed for payment. 

> 

Mfi Segal gave us a check, and the check bounced. Walston 
then came back to me demanding payment for those 2,000 Share*, 
and we again got hold of Mr. Segal, and I believe we received 
a ordmise for payment again, and a second check was issued 
just prior to Christmas, about the 20th or the 21st, and 
Walston indicated to me while I was on vacation — they got 
hold of me — that the check had bounced. I was up at 
the Concord at that particular time, and I believe I had 
a running conversation for four days on my vacation with 
Mr. Segal, premises would be made for payment of these 
2,000 shares. After I came off vacation, Walston declared 
to me and Mr. Segal that they would take punitive action 
and they would get hold of the District Attorney in New 
York County, make sure that the thing had been taken care 
of. At this particular point I think it took us to about 


the !5tn of January — I'm not sure of my dates and 
I told Mr. { La Condra and Walston I was washing my hands 9f ipj 
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they could do as they damn pleased with the shares of stock, 
they couE go after Mr, Segal in any way, that it was not 
fot my account, and they acknowledged the fact that they 
bought it for me, but Mr. Segal in his conversation with 
Mr. I.a Condra indicated that he was the owner of those share! 
of stock and would pay for them, i think in a matter of 
a week or two or three later, as Walston pursued punitive 
measures, they finally settled with Mr. Segal on receipt 
of a certified check from, him. I never saw it, but at 
that particular point Walston cleared it off. 

0 No-.:, sir, with respect to the 2,000 shares that 

you purchased, did you ever receive any SEC approved 
financial statements or prospectuses or registration 
statements in connection with that stock? 

A No, sir. 

MR. WALKER: I have no further questions. 

. DOYLE: Mr. Heffernan will conduct the cross- 

examination. 

CROSS EXAMINATION 


BY MR. ITEFFERNAN: 



ti. 

* , 

. ' Vv : 1 


Q Good afternoon, Mr. Aymes. My name is James 

Hefferjian. I represent Alan Segal. 

% 

Sir, prior to your buying of the Pioneer stock, 
ydu and tor. Segal had had prior relationships, hadn't you? 




* 

/ 


VfV; 




f» 


'• V * - 3 


’« t r » 

* % <■ ; , 

1 m 

*: -> 5 


* n i * 

.> ••> 




n !: 
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That is correct. 


Q You were a partner of his in a hotel? Is that 


correct, sir? 


A We still are. 

Q Wasn't there .a time, sir, in 1969 when Mr. 

» 

Sa$al afked vou to go out to that hotel and see just what 


F / »i\ V® |! w6s going on out there? 

* t ' . > I ' 


Concord 


MR. WALKER: Objection. It seems irrelevant. 
THE COURT: Sustained. 

Q Mr. Aymes, when was it that you were at the 


Christmas of 1969, 


How long were you there, sir? 


A Five, six days. 

0 Wore you there through New Year's? Do you recall? 
A I believe so. 

Q Was it your understanding that it was after 
that time that Walton went to the District Attorney about 
this oroblem that you have testified to? 

A I'm not sure, but I think so. 

.t Q Sir, I {relieve it was your testimony that you 

“* * V X ' v ' ♦ * 

nfcvvlr Saw the check, the certified check, that Mr. Segal, , 

* > * " •• 

directed to Walston? 

i 

A That is correct. 
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Do you knov if Walston has an office on 43rd 


11 

li 


A ITo, I do not. 

0 Co you knov; the amount that Walston was asking 

from Hr. Segal? 

A you can refresh ny memory. 

n Would you loo!: at the account record on Walston? 

A Yes, it would be there exactly. 

Q If I show you Government's Exhibit 117 in evidence,-, 
would that be approximately $16,000, sir, that'they were 
looking for? 

A That is correct, $16,000. 

o Thrt would be payable to Walston & Company? 

A That is correct. 

MR. IIEFFERNAN: Your Honor, may I mark this for 

identification. 

(Defendant Segal's Exhibit K marked for 
ident if ica t ion.) 

Q Hr. A vines, can you identify that as a type 
of cash receipt record that Walston issued? 


MR. WALKER: We have no objection as to its 


competency. 


TIPS CCURT: Received. 


(Defendant legal's Exhibit K received in evidence. 
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3 

4 

I 

3 I 

6 i 

7 

8 
9 

10 

11 

12 
13 
11 

15 

16 
17 
IS 

19 

20 

21 !! 
22 
23 
21 
25 


! ' R ' rrEFFEPN ^ T: Ma Y I read this to the jury? 
THE CCXJRT: Yes. 

( r. Heffernan reads from defendant Segal's 
Exhibit K to the jury.) 

m. HEPPERNWs Mo further questions. 

THE COURT: You are excused. 

THE WITNESS: Thank you. 

(Witness excused) 

V7ALKER: Your at this time I believe 

the other witnesses are available for cross-examination. 

THE COURT: We will take a short recess while 
counsel have a chance to look at their 3500 material with 
resnoct to those two other witnesses. Then we will recall 

th^m for cross-examination. 

MR. DOYLE: How much time can we have? 

TH! COJRT: Hot/ much time do you need? 

m ' DGYLE: V7q wiu do °ur best, your Honor. 
(Recess) 
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11 
12 

13 

14 
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18 

19 
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22 

23 

24 
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(Jury present.) 

THE COURT: What about Shepherd? 

MR. DOYLE: No cross-examination by anybody, 

your Honor. 

THE COURT: All right. 

CROSS EXAMINATION 
BY MR'. DOYLE: 

Q Mr. Kostos, in connection with the crosses, the 

transactions that you have described as crosses in your 
direct testimony, before those transactions were executed, 
did you loo): into the question of whether there were any 
violations in connection with them? 

MR. WALKER: Objection, your Honor. 

THE COURT: Sustained. 

Q Did you consult with anyone in your firm 

regarding the question of whether these were regular, 
ordinary transactions, in the ordinary course of business 
that your firm would execute? 

MR. WALKER: Objection. 

THE COURT: Sustained. 

Why can't can't you put the question directly? 
Were these crosses an ordinary transaction? 

Q Were they ordinarv transactions? 


25 


A 


Yes. 



“ 
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2 

Q 

The answer is yes? 

3 

A 

Yes 

■1 

Q 

Thank you. 

1 

5 

I 

And did you know at the time of the transactions 

• ? * - 6 

1 /.. 

j.t 

thart you 

V 

described in your direct testimony that Francine 

1 ' 7, 

A 

4 

zahl was 

i 

Mr. Segal's secretary? 

8 

A 

Yes. , { 

9 1 

1 

0 

And was the stock checked with the transfer 

10 

agent before the transactions were executed? 

4 * 

11 

A 

I presume so. They were turned over to your -r 

12 


MR. WALKER: Objection. 

13 

O 

Just tell us what your business practice is in ,< 

14 

that connection of Orvis Brothers? 

•%* 

15 

i 

i 

MR. WALKER: Objection, your Honor. 

16 


THE COURT: Modify your question. Reframe it' 

17 

again, would you? _ 

18 

r 


MR. DOYLE: Yes. ^ COPY AV7\/(_^g^£ 

19 

0 

At that time, sir, at the time of these trans- 

K 20 

I 

# 

actions, 

l 

what was the business operating procedure of 


• - 

Orvis Brothers in connection with checking stock with the 

.2? 

transfer 

agent before trading it? 

• 23 


MR. WALKER: Objection, your Honor. There is 

24 

no showing that there was a check in this particular case 

25 

1 

and if this witness <? esn’t have particular knowledge of it, 

* 1 .t 


vr>tv*v." > &AS& 
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we would object to it. 


■j ' * ; 

*> ',.5 


11 


/' • -•, \ 14 

; -i - 

V > .> 15 

t ■?> V 1( . 

. *t W 

L i **».> 

W \ 1 

hf ■■ . i 1 

4* v 't ,.18 
%>>VE 

sto 

j»’ T1 - * ' 

► ** * 

• "' i *i 


' «5 


THE COURT: Overruled. 


; v P° xoii n^rstand th«. quea^6^ f s y f 

, A Yea. >■ Just give it to me again because V- t" 

, ' > v f > *- . , * 

THE COllRT: What did you do to check with the *• 

* • ~iv 

• * ' , * -* * *s 

trahsfer agent on a transaction in the normal ordinary . . 

situation? 

. r 

THE WITNESS: Normal situation, before a stock 

is deposited into the account, it is presumably cleared • 

V 

» Sj • 

through the transfer agent for sale. , » v-, 

Q And that was the procedure that, wasEffect at 

j 

the time that thdse trades were effected? ' 

* ’ > 

A That was the procedure that was in effect, yes". 

r 

MR. DOYLE: Thank you. 

* # 
One moment, your Honor. ' * 

(Pause.) * • , * !: 

. v 

q Sir, at the time of the transaction^. th^t yo* » / 

i f * ' . 

testified about, was Orvis Brothers a member Of the New 


Stock Exchange? 


Yes. 


.ONLY COPY AVAILABLE 


Was it a member of the American Stock Exchange? 


Yes. 


Was it a member of the National Association of 


Securities Dealers? 



jks 
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A 


Yes. 


0 * And was'it registered with the Securiiti^tf and V’£ 

i A * f % V * - 

E^Shange Commission? 

, •* t . * 

• » > 

A Yes. , ’* 

* % 1 

t 

MR. DOYLE: Thank you. 

No further questions. 

MR. WALKER: One question. 


REDIRECT EXAMINATION 


BY MP. WALKER: 

Q Is Orvis brothers still 

A No, sir. 

Q What happened to it? 

MR. DOYLE: Objection, your Honor. 
THE COURT: Sustained. 


business today? 
•#%, r • 

• ' i * /* , 

L- X, ... 


MR. DOYLE: Move it be stricken. 

■ * 

■ - i # 

THE COURT: Yes, strike the question. 

MR. WALKER: No further questions. 

THE COURT: You're excused. 

» * ' . 

(Witness excused.) 

THE COURT: All right, we will adjourn now until 
Monday morning at 10 o'clock. Have a nice weekend. 

Don't talk about the case. Don't let anybody talk about 


it with you. 


I report to you that we are making very good 
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progress here and I don't like to predict when a case 
will end because only the good Lord knows that, but we are 
getting everyone's cooperation to that end, to getting 


this cade to you as fast as we can, 


That is all any of 


c|ift do. 


Please be on time. 


(Jury left the courtroom.) 


THE COURT: Mr. Walker, who are these other two 


witnesses? 


What is their testimony? 


• MR. WALKER: Mr. Siffert. 

MR. SIFFERT: Both are victims, your Honor, and 

I 

orie is coming from Wichita, Kansas and could not get on a 
plane before Sunday, and the other one was from Massachusetts 
or Rhode Island, with a similar problem. 


THE COURT: Are they substantive counts? 


MR. SIFFERT: I belie 


MR. WALKER: Yes. 


• 0A "-y COPY AVAi 


LABLk 


THE COURT: Don't you think .you have got enough 


to maybe forego a couple? 

. * MR. SIFFERT: We will consider that, your Honqr, 

» * ♦ ■ . . i 

fc \ * ' ’ 

and if tfre don't have to call them, we will not. 

: * * 

THE COURT: Well, I would like to know now. 

I " . 

» 

/ 

' * MR. WALKER: Our present intention is to call 
them. We expect them to be very brief and they won't be 
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2 any longer than these witnesses who testified today. 

/ , 3 THE COURT: Is there any 3500 material with 

k 4 ♦ 

t 

v ; {. 4 , respect to either one? 


n. 

*\ '5 


MR. SIFFERT: I will turn that over upon con- 


olusiort of today, youi Honor 


THE COURT: This is the conclusion of today. 

4 

MR. WALKER: We are meeting with counsel this 
weekend, your Honor, to straighten out the Bruton problem 
j hopefully between counsel so that won't delay the trial at 


all. 


MR. D01LE: Your Honor, is there any reason why 


we can't get the 3500 material this afternoon? 

MR. WALKER: No; we are looking for it now. 

THE COURT: No, I would like to keep you waiting 
for your lunch as well, not that it is your fault. I must 
say to the defense counsel youhave been splendidly co¬ 
operative in this case, every one of you. 


MR. NEWMAN: I apologize. You gave me away 


• this Jftotning. I thought I was t 

* /1 < ■ • • - •; 

>•.,* 21 watch said 10 to 10 and it was 10 

I t - t 

, * i *t 1 I ., 


ten minutes early. . My 


after. I'm sorry 


Jt 4.-/ 

r, 

1 is ' A: 


MR. SltFEftTr* May the record reflect I am now^ l ? * * |Sr 

- • ' * • •/ r JtJ 

1 . H r*r 


y l • t » *‘ 3 II 

23' ! tournJbrtg over the 350t) material as to the two prospective ^ ^ 


21 !l 


witnasses 


25 


THE COURT: What I mainly wanted to read the 
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transcript for — what is the date — 

» 

MR. DOYLE: It was the Wednesday before the 
start of the trial. 


viction? 


THE COURT: No, the date of the event, con- 


MR. DOYLE: The most recent one, your Honor, that 


we have to concern ourselves with was February 2nd, 1970. 
MR. WALKER: Right. 

MR. DOYLE: That was — 

• MR. WALKER: That is a stolen bond case. ■ • 

MR. DOYLE: That was the case involving stolen 

• » 

securities in which Mr. Segal had been th main Government 


witness 


MR. WALKER 


ER: He recel^M a/ seven 


years suspended for five years 


THE COURT: Others beyond that? 

1 

MR. DdYLE: * Prior to that, your Honor, yes, 

<• . * Jr 


t&keftois a i$66 fferged lnstitfcneT^tatipn &d tHore 

a 1$63 violation of an injunction and one othor case in ’ 

* f . f 

959 i forget what that was at- the momeht. All of this 

K 

was brought out on cross-examination of Mr. Segal when he 
was a Government witness, and the Government vouched for 

his credibility in that case. 

THE COURT: What else is in the Government's 
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< « T £ • f / *• 
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i-.-i,' 

r ' 


•' 1 fr. 

r >*. * \ 

i i .« i *?;■ 

. * . W \ . 

MR; WAlVeR: Your Honor, there'is the charts*? vJ*' < 

\> .. ■ 

lisientially the charts. „ v • ‘ , 


k A‘ k w * 

n ■■ A * . 

. ' ■ % 5 


V r 

ft ' 


iLii'. 


V 

V: > . • . lft 

t \A V-!, 

1 <*.‘ j .V 

■ 29 

, « e. * 

21 


• " 23 

\ > .• ‘ ; 

1 * 24; 
- v. « 

< 

, t- 


ally the charts. a , ' . x ( 

• ’l > * 

THE COURT: Charts are just a compilation. -T* j *J| 1 I 
HR. WALKER: Two or three victim witnesses and * 


7 * . essentially that's it. 


• THE COURT! Nothing that is going to substantial^' y*, 

-•/ ■ ^ • 1 * y 1 

XV al< er the state of the proof at this point, I takte it? ^ 


MR. WALKER: That's true. 


V ' T>. 


■ THE COURT: All 


{ u 

ih i 


right, Mr. Doyle, I will precCUitk:, 

< , U J 


the Government frdm going into these earlier convictions v •^^-i 


unless you open the door on direct. 


■WM 


MR. D®YLE: Yes, your honor. , v : - , 

' Mt'' 

* . * V 

MR. WALKER: Your Honor, there is a Mr. t Schleger l 1 . V 

, , * '? r * Tt*' I 

v Jr .* •, > / 1 

d a verv brief witness; and will not take more . > .4 


vho is also a very brief witness) and will not take more 


h * ft 

* ri. 


h .. *• , , > . • r > . " L , 

,thetg a iaijtutetjf., I will turn over his 3 500 material»• '*£ 

•r-THE 

’ * »' -v ' * |Cvn 

ti «-rr\rwl we>ekend_.’ »7 *' ^ • <»> ' WSV, 


* Have a good weekend^ v? ^ W*’ 

J \ t .. /. j- • : T 

(AdjouirAed to Monday* .pede*\ber 9, 1^74^ 

^ ■ >■' ■ 

L0.00 o'c lock a.m.) ' f h ,“ JT * 

• L v • *.j 

1 . 

, ’ • -i**V m * 

* ' ^ •' * 

. 1 

%' v> 
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UNITED STATES CF AMERICA 


HOWARD FINKELSTEIN, et al. 


(Trial continued) 


December 9, 1974, 
10:10 A.M. 


]« t 


(Jury not present.) 

MR. WALKER: Your Honor, before the jury is 
brought in, it might be appropriate in order to expedite 
things if there are any objections, wo had a conference 
yesterday concerning the admissions that the government 
proposes to offer, and the government has narrowed them 
down to the barest minimum, and we have, I think, an 
erential agreement on them. 

However, as I recall, there were certain objection 
raised yesterday. I can cover these admissions very 
briefly to see whether or not there are any objections that 
are going to be raised at this time. 

THE COURT: All right, go ahead. 

ME. WALKER: Very well, your Honor. 

With respect to Howard Finkelstein, Mr. Finkelsteii 
testified in the grand jury as follows, and we intended 
to off«r th:s, ir. substance: 

"Did Mr. Segal complain to you at that time 


/ 





(I 
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(*-eferrirg a meeting prior to the Reno meeting) t.b't 
a certain stock, Pioneer Development Corporation, had 
been sold in breach of an agreement with him? 

"A Yen, sir. 

"Q And did he explain to you that he controlled 
the market in that st ck and that some people out west 
had sold th^ stock and hurt the market as a result of that? 

"A yes, sir." 


10 i! 


How, there were objections raised by Mr. Doyle 


because Mr. Segals name was mentioned. As a result, I 
have a stipulation, in substance, that Mr. Newman agrees 
to, and it as follows: 


U \ 


on 8/13/74, Howard Finkelstein testified before 


the grand jury, in subtance: 


1. That he was told that a certain stock. 


Pioneer Development Corporation, had been sold in breach of 


IS l! 


an agreement; and 


2. That prior to going to Reno for the meeting 
at the Holiday Inn, he was told that the market in that 
stock was controlled and that some people out west had 
sold the stock and hurt the market as a result of that, 
THD COURT: And you object to that, Mr. Doyle, 


on the obvious ground that anybody but a nitwit would infer 


that it was Sc^al 
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DOYLE: Precisely, your Honor. 

THE CdJRT: Bruton out. 

MR. WALKER: Your Honor, the next offer is — 
and I am offering this, even though Mr. Zuber's name is 
mentioned, because I am going to offer Zuber's statement 
that is substantially the same: 

I believe you testified last time that shortly 
following this meeting (referring to the Reno meeting) 
you received $2,500 in cash from Zuber. 

"A That is correct. 

"Q Did Zuber tell you that this is money that had 
been recovered from McKibbon? 


"A Yes. 


20 jj 


"Q Did he give you this money in Las Vegas? 

"A Yes, he did. 

"Q Did he tell you that he was keeping $2,500? 

"A Yes, he did." 

And in connection with that, the government 
proposes to offer Zuber's statement that the meeting resulte 
in Zuber receiving 4,100 shares of Pioneer and $18,000 from 
an unidentified spokesman for McKibbon. 

The 18,000 which was received in two payments, 
one in Los Angeles, one in Reno, was made in cash and 
rashier s chocks. For his efforts and expenses Zuber 
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13 


retained 5,COO for himself. 

TI^ CCXJRT: 7'in sorr} , I have to look at them 
both. I thirk this would be quicker for me to read them. 
WALKER: Very veil, your Honor. 

r< X r RT: The one as to which there is least 
obi action let me rend. 

Mp * TT AT.vpn ; very well, your Honor.. The government 
I ** '’"’Oq Jo eii,. r both M»fMiienti; md therefore claims there 
i'• r.o Bruton problem. 

THE COURT: All right. 

70. WALKER: it is the last paragraph on this 
7uber statement which relates to that entire — 

'WTE CCXJRT: Why do you say there is no Bruton 

problem merely becauso you offer both statements? 

/ 

7R . WALKER: Because, your Honor, there are cases 
thr Second Circuit that say that if two defendants, 
ir essence, make the same admission, that both statements 

V C '"TO in 


(Pause .) 

rT " ! COURT: All right, I will hear you. 

MR. KTRSCICTER: Your Honor, first of all, we 
vr'i’d object to that because they don't dovetail. There 
- s talk of ?,500 and talh of 5,000 to begin with, we feel 
that it is a violation of the Bruton rule and in addition 


v 


■j 
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1 
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s 


10 

It 

11 

12 

1 ' 

1 » 

i-i ! : 
15 i 

ii 

id r 


10 Ii 

20 !j 

21 , 


90 


i! 


1';, 


to that we are going to move, which v;e have already done, 
to suppress Mr. Zuber's statement on the grounds that 
th^rc was insufficient warnings, and that appears on the 
foe--* cr the statement itself. 

MP. WALKER: Your Honor, 1 am making that man 
available, the man who administered the warnings. 

KIRSCHNER: It seems to us it is Bruton. 

M" . WALKER : May I be heard, your Honor? 

'M'Z CCURT: What about the warnings? I am cheeking 
it for warnings. Nobody has raised that point until now, 
or -'t least I don't recall it. 

* TALKER: Your Honor, first of all, I have 
a witness v‘o will testify as to what was actually said 
hecause-- 

TT!H CCXiRT: Mere is a memorandum in which he 
-ro’s someth’’'p. Let me see — advised of his constitutional 
rights. 

Well, on that representation, you say Bruton is 
'■til?, involved? 

MP. KIRSCHNER: Yes, your Honor, that is my under¬ 
standing. 

MR. WALKER: May I be heard? 

Tin rruRT: T take it the part you have got 
stricken he'c vou are not going to offer? 
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• -« WALKER: The part that I have jjtricken X 
do not intend to offer, just the rest of that front page. 

"' r ' r Z C(1JRT: I don't think that is a Bruton problem 
I think thev tend to cancel each other out. i think your 
argument ge-s not so much to Bruton as to the weight to 
be g-'von to it by the jury, so I overrule you. 

* ’’ALKER: May I have the statements? 

> ME COURT: I hope you have some cleaner copies 
than just this crossed out — 

MR. WALKER: I have agreed with counsel that I 
may read to the jury. 

MR. KIRSCHNER: We have not agreed to that yet, 
"cur honor. 

'M.w COURT: I want you to ciean those up because 
juries have a way of asking for exhibits. 

MR. WALKER: Very well, your Honor. I will make 
sure of tha*. 

THE COURT: Redact them, physically redact them. 
That is what I ask you to do. 

MR. WALKER: Yes, your Honor. 

Your Honor, with regard tc Mr. Scardino, the 
oovernm-'nt intends to offer the following, which I believe 
X have cleared with counsel completely? 

"Q Aoart from" 


! 





II 
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rtR. PAPE: Your Honor, we can save— 

THE COURT: I would gather from a nod from his 
head it isn't cleared. 


MR. PAPE: If we may save come time right now, 

I discussed v/ith my client this morning the circumstances 
_n\olving his first testimony before the grand jury. I 
,hink it e'ear from the face of that testimony that Mr. 
Scardj.no requested an opportunity to step outside and 
-pH h~s attorney in Houston. He had taken the Fifth 
Amendment at an SEC hearing in 1970. When he was called 
un :n New -'ork to testify before the grand jury, prior to 
testifying, he requested an opportunity to call his attorney 
stating on the record that he did not know he was going 
to be requested to testify. 

I o stepoed outside to call his attorney. After 
making that request, Mr. Walker dissuaded him from making 
that telephone call. 

these grounds I would move that all of Mr. 

.■card r'o o errand jurv testimony be suppressed. 

ME. WALKER: Your Honor -- 
rr*.. PAPE: 


» 




your Honor. 


I am willing to offer proof on that. 






- 


" ' am 


1 ms 
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MR. WALKER: Your Honor, I would be glad to 


3 j have a hearing on that subject. 


It is a fact that Mr. 


1 Scardino did step outside the grand jury room, and when I 

jj 

met him outside the grand jury room I asked him what his 


concern was. 


He said to me that his concern — I’m read¬ 


ing from the testimony as put on the record later on in the 
grand jury -- that he might not have a firm recollection 
of all the events that he might be asked about, and I wanted 
to know whether I should proceed, in any event, and Mr. 


Scardino said, "Yes, that’s correct. 


In other words, it 


has bren four and a half years and I know at the time I 
was involved I was worried about my business and any other 


11 j. 


development. 


All I can give you is what I best recol¬ 


lect ." 


’6 1; 

j; 

r It 


Then I told him that if he gave us his best 
recollection and told the truth as best he knew how he 


would not have to worry about the consequences of perjury. 
That was the essence of our conversation, and at that point 
he made clear that he was willing to continue. I told 
him that he didn't have to. I advised him fully of his 


rights . 


■'«? lawyer? 


THE COURT: Did he say that he wanted to call 


MR. WALKER: Yes. 
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| jl 
P 


3 I lnv/yer? 


THE COURT: Did you allow him to call his 


MR. WALKER: He went out and started to call 


his lawyer. 

THE COURT: Did you talk him out of it for 
whatever reason? 


* MR. WALKER: I don't think so. 

THE COURT: Did you dissuade him in any way? 

10 MR. WALKER: I don't know what his attitude was. 

i 1 

11 ji THE COURT: He said he wanted to call his 

|i 

12 lawyer. He did not call his lawyer? 

l.'i MR. WALKER: I don't know whether he called his 

I 

11 1 nv/ycr or not, your Honor. He was on the phone. 

15 MR. PAPE: Once the man requested to talk to 

l'j his lawyer K he Government should not have counseled him 

1" concerning the effects of his testimony until he had called 

18 his lawyer. 

IP MR. WALKER: Your Honor, this man was fully 

jl 

20 advised of his riqhts and indicated to me that he wished 

ij 

21 |, to continue, whether or not he called his lawyer, and he 

22 testified in the grand jury. 

i; 

23 THE COURT: It seems to me you got a shade of 

I! 

21 ■ a Miranda problem. Escobedo said, "My lawyer is outside." 

i' 

25 MR. WALKER: Your Honor, I think that the answer 

t. 

l' 

ij 




2 


1 


6 

7 

8 


i 


l. 

Il 


?) I 


10 |! 



13 

! 


14 || 
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if I could road from this, if I could read the grand jury 
testimony of this witness, I think that that establishes 
the record in this case. 

THE COURT: All right. 

MR. WALKER: July 9, 1974 — 

THE COURT: I can read it. 

Mr. Walker, I don't like the record. I will 

exclude it. 

MR. WALKER: The further admissions the Govern¬ 

ment intends to offer are the following. There is a state¬ 
ment by Mr. Segal before the Securities and Exchange Com¬ 
mission. I can show that to your Honor. It is quicker. 

THE COURT: What is your objection to these. 


15 


lfi 

17 

1« 

19 


20 


21 

22 


24 

25 


i 




Mr. Doyle? 

MR. DOYLE: I don't have any admissibility 

objection. The only objection might be a completeness 

one. 

MR. WALKER: These are the ones I read to you 

yesterday. 

THE COURT: Why don't you show them to him. 

Then I won't have a problem. For the life of me, I don't 
know what you were doing before trial. All of these 

problems should have been cleared up. 

MR. WALKER: While Mr. Doyle is looking at 


/ 
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these, Mr. Ostrich is here. 

THE COURT: Who is Mr. Ostrich? 

MR. WALKER: The gentleman who interviewed 
Mr. Zubor, nrd I understand he is pressing his objection 


to the cons'- i tutional warnings 


Beyond that, he is not 


interested *r having Mr. Ostrich here. 

* MR. KIRSCHNER: I v;ould like to speak to him. 

It mav be a'ter I have had a chance to talk to him there 

10 von 1 1 be an / objection. 

■ •! 

11 MR. DOYLE: Your Honor, may Mr. Segal be 

12 excused for a moment? 

13 i THE COURT: Yes. 

i! 

11 oip^endar.t Segal leaves the courtroom and 

is returns.) 

If. M R. DOYLE: Your Honor, there is only one com- 

i ■ 

E oleten'•■ss problem here. 

IS (no of the excerpts is from page 20 and page 21, 

10 1 have indicated what 1 think should be added at page 21. 

2' So if I can show you Mr. Walker's offer and my arrow starts 

21 or. pane 21 and goes over to the middle of the next page — 


22 


THF COURT: Does Mr. Walker object to that? 


MR. WALKER: I may not, your Honor. 


the COURT: We have taken 45 minutes this 


mo’-ninn on matters which should havp been cleared up before 






II 
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Mr. Walker, every one of them. 

MR. WALKER: No objection. 

THE COURT: We will add what you wish to have 

MR. DOYLE: Thank you, your Honor. 

THE COURT: Make sure you do it now. 

MR. WALKER: Yes, your Honor. 

THE COURT: We couldn't possibly take that long 

10 *-0 find out whether he gave him those constitutional warn- 

11 i-.ns. 

12 MR. GREENBERG: Also to establish what he said 

13 *-c enter i , "*-o a stipulation with Mr. Walker. 

I 

14 MR. WALKER: There is only one other point I 

V* 

15 v'-'uld like t- bring to the Court's attention, and it is 

16 v 4 hh regard to a wholly collateral matter, but it is an 

17 issue that 1 probably think will be raised in any post- 

1S trial motions if they occur, and that is whether the due 

10 d 4 ’.igor.ro file was turned over, and after talkina to Mr. 

2 ) Ostrich it is the Government's understanding that Mr. 

ji 

21 \szerme was mistaken when he said the due diligence file 

4 * 

22 -..-as turned over, or any file rescmblinq the due diligence 

le was turned over, and Mr. Ostrich says that essentially 

jl 

‘•|'-rc was an openino statement at Karrs that was turned 

i 

2 r - yor . 

I 


1 ns 5 

i! . . 

° -rial, 

i 

i 

1 

• 

.i 

« j 

ad <fcd. 

r 

i) 

8 

0 
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■"HE COURT: If there is need for an evidentiary 
hearing on *-hat I will hold that immediately following the 
trial and while the jury is out deliberating, not now. 

MR. WALKER: I wanted to bring it to the Court's 


on t- i 


-.ontion. 


THE COURT: If you think there is need for an 
evidentiary hearing we will have while the jury is out 
del iberatin'" . 


A) 




1 

846 



|| 
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T3 

O 

’ T I’’ COURT: As I say# we will have a hearing 



' jj 

while the ii’ry is out, not now. 



1 

4 1 

VR. DOYLE: I think it goes to Azzerone's 



5 

credibility, your Honor. 



r> | 

I* 

J r . 17ALKER: It is a collateral natter, your 



i 

Honor. Certainly he is bound by the answer. I didn't 



». 

go into it or*, direct. 



o 

1 

TH” OCURT: I think it is collateral. 



10 

r 

r.y, r, 7ALKER: Your Honor, there is one other natter 



11 

j! 

I would like to take up because I anticipate a problen 



12 il 

with regard to the defense case. 



m 

br goverr.ner.t. did not seek to prove through 



11 ■ 

of its witnesses that a thousand shares of Pioneer 



15 

Oovelooment stock was sold out at Grines, Hopper & Masser 



lfi 

i 

n Lor Angela, California, for the benefit of Acton and 



17 

t : 

^ogg. Cloo- was asked a ouestion about that on cross- 



IS , 

i 

evaninatio-i and his answer was that to the best of his 



1° 

‘i 

knowledge i- was not sold out for his benefit. 



y : 

Vr. Acton was not even asked the ouestion on 



C) t 

^ -examination. I understand now that the defense counsel 



Of; 

l *r whole shrew of witnesses in here who intend to 



O’• 

h-v to establish that the stock was sold out for the benefit 



‘M 

»• 

rv an r ' Clegg, and it is the government's position 



ir* 

i 

that even i.5 this wore done, it v/as a collateral matter that 
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war; gone into on cross-examination only and not part of 
the government's direct case, and therefore he can’t be 
rTmcrebed or that basis. 


.oint? 


. DOYLE: Your Honor, may I be heard on this 


n TE COURT: No, you don't need to be. I couldn't 


vi 'I 


imagine anything more wrong, Mr. Walker. What you are 
-nvirg in effect is if a vitness gives an answer on 
cross-examination the defense is stuck with it.' 

MP.. WALKER: If it is as to a collateral matter 
because we shouldn't be trying — 

"HE COURT: A collateral matter in a case involving 
th'» sale stock? I don't agree ^hat it is collateral 


15 I! 
I! 


-r all, 


You may not ha* e brought out this sale, but 


certainly the defense cjuld bring it out. If he gave a 
f-'lse answer or what they consider to be false, they are 
not bound by it. They can impeach him on it. 

MR. WALKER: I just wanted to state the government's 
ocsitirn, your Honor. 

MR. DOYLE: Your Honor, while we have a moment, 
ray i raise a auestion with respect to the cross-examination 
o* a tnesr Karfunkol. He is a witness who did have some 
••vg d? rc’ p 1 i r* ary oroceedings. Tie was a broker-dealer, and 
t u r>re was proceeding which resulted in his losing his 


k 
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1 iconic with permission to reapply for a year and in con¬ 
nection with the deal or agreement that he has reached 
with the onvernment, I would like to bring out that fact. 

"^'jf'ver, it does relate to at least one security 
which is or which may be under investigation in the near 
future, tha^ my involve my client, and I would like to 
he ahle to cre^s-examine Mr. Karfunkel simply with respect 

to whether h has an understanding with the government 

« 

on his own involvement in that case, without opening the 
door to -odirect examination of Mr. Karfunkel about whether 
rv client has anv involvement in the case. 


14 1 


Tir COURT: I think you kind of want your cake 


and eat it, too, Mr. Doyle. No. 


|j 


MR. V7ALKER: It is a collateral matter. I doubt 
that the fact that he has such a conviction would even 


K e relevant to his credibility. It is not a conviction. 

MR. DOYLE: No, your Honor, it is a case in which 
he may have some agreement with the government about im- 

Tt* • i ^ w ^ 


9 ‘> ;l 

il 


MR. KIRSC1INER: Your Honor, with respect to Mr. 
Cestreich, we would request a Jackson v. Den no hearing 


with respect to the Miranda warnings. It should take just 
a few minutes. 


Tin COURT: 7 11 right., put him on. 
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-i »,-h4 

C T n P !! T. IT 

having been 


OES TRE I C H, 
first, duly sworn. 


called as a witness 
testified as follows 


D T RECT PX.'MTUATICFT 




n 

f 

12 I: 

i 

i.i 


In 


If, 




19 

|! 

20 


2 ' 


i 



i 


22 . 1 


‘'.I 


0 Mr, Oostrcich; directing your attention, sir, 
to October 14, 1971, hoi'/ were you employed? 

A I was a trial attorney with the United States 
Securities and Exchange Commission. 

o Mr. Oestreich, as a trial attorney with the 
United States Securities and Exchange Commission were you 
in chancre of the SEC investigation in connection with the 
-’ctivi tier in the stock of Pioneer Development Corporation? 

A. 7 war, the trial attorney in charge of the 
investigation. My immediate superior was Dennis Block. 

0 Row, sir, directing your attention to October 14, 
1971, did you interview Mr. Zuber at the Federal House of 
retention? 

A T did. 

u And who else was present? 

A 7m investigator by the name of Stephen Glusband. 

^ And is it your understanding that Mr. Zuber was 
at Ue'-t ‘"’tree t., as it is called, on a writ while he was 
'•'ring incarcerated forsrrr.e other offence in Michigan? 

' y 'r ~ . 


2S 











* 
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And did your office execute that writ? 


Or obtain that writ? 


Nn. T believe it v.»as obtained by the Joint 


Strike T 'orcc . 


Q The United States Crime Strike Force, the Justice 
renactment? 

A That was my understanding. 

o »nri you had heard he was in West Street and 
"ent over to interview him, is that correct? 

A That's correct. 

0 Nr r, when you interviewed him, who was present? 

A Just Stephen Glusband, myself and Mr. Zuber, a 
small room where you can interview people. 

n And how were you seated in the room? 

A There was a small table and we had to bring in 

a third chair because — I'm not even sure if there was 
a third chair. I know we had at least two chairs and we 
wore sittinn there and talking. 

o Would you tell us, sir, what was said at that 

-noting? t 

\ VTell, initially, we came in and shook hands with 
”r. Tuber, end T explained to him who i was and introduced 
Mr. Glusband. 


/ 







JX/ 


JAIOOO 


Oestreich-direct 


o Uhat. did you 3ay? 

A T said, "My name is Stephen Oestreich. I am 
■»n attorney with the SEC. This is Mr. Glusband. He 
’s an investigator with the SEC." 

told him, in substance, to the best of my 
~ccolloctirn, that he would not have to talk to us if 
he did not -ant to. T, 7e were conducting an investigation int 
a stock fraud called Pioneer Development Company. 


T told him that under Title 18, Section 1001, 

:t would be a federal crime to give false information to 
a federal officer. That v/as the purpose of that statute. 
In addition, he was subject to any perjury statutes if 
he told us any lies and wo coxild prove it. 

I told him that, to the best of my recollection 
row, that although there was not an attorney present 
’•enresenting him, I told him he could obtain an attorney. 
T did not ask him if he had an attorney. I asked him 
if he could — if he did not have an attorney, we could 
r "'obably -- we could provide one by calling up Lega 1 Aid 

7 

if h^> couldn't afford one. 

Let's see. And that if ho wanted an attorney 
er^rent, v>c would lonve now, we 'd have to make another 
appointment with him. That's how it. began. 


TI’E COURT: T have heard enough, 


i 7 




1 
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fi 52 


16 |l 


18 


Strike the statement. Those aren't adequate 
Miranda warnings by any means. 

MR. WALKER: Your Honor— 

THE COURT: No, out. 

You may leave the stand. 

(Witness excused.) 

MR. WALKER: Your Honor, may I ask one or two 
more auestions of this witness 7 

l 

THE COURT: He has told me what he told the 
witness and it is not adequate. 

MR. WALKER: Well, your Honor, it is the govern¬ 
ment position that if the letter of the Miranda decision 
is not followed in a particular questioning, that if the 
witness agrees to answer fully and voluntarily, freely 
and voluntarily and is aware of his rights, that his statement 


can come in. 


THE COJRT: No. No, not in my court. He is a lawyer, 
He should have given the Miranda warnings instead of 
threatening him with perjury for lying to him. 

MR. WALKER: Your Honor, this man is— 

THE COURT: No, no. 

MR. WALKER: Very well. 

You are excused. 

Your Honor, with regard to the ruling that your k 
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Honor just made with regard to this statement, the govern¬ 
ment still intends to offer the testimony of Mr. Finkelsteir 
and the reason is that it is clear that Mr. Finkelstein's 
statement that he received $2,500 in cash fran Zuber is, 
in substance, what Mr. Zuber testified to — what Mr. 

Zuber told Mr. Oestreich, and therefore no Bruton problem 
arises. 

THE COURT: But you can't put in Zuber's statement 
because of a failure to give the adequate Miranda warnings 
and therefore a Bruton problem does arise. I exclude both. 

MR. WALKER: Therefore, your Honor, we will offer 
the Segal admissions. 

THE COURT: Are you ready to go now? ' 

MR. WALKER: The government is ready. 

THE COURT: Having wasted 50 minutes. j 

(Jury present.) 

THE COURT: Good morning. I'm sorry you were 
kept waiting 50 minutes this morning. The court was here 
and we have been working on matters that don't concern the 
jury. 

All right, proceed. 

MR. SIFFERT: The governmeht calls Robert Thomas. 

F O B E P. T W. THOMAS, called as a witness by 

I 

the government, having been first duly sworn, testified 



1! 

It 

i 


1 

JA1003 


i 1 

i 
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1 

9 1 

“ i 

as follows: 


i 1 

3 

DIRECT 

EXAMINATION 


4 ! 

BY MR. 

SIFFERT: 


* i 

5 i 

Q 

Mr. Thcmas, in 1969 how were you employed? 


6 

II 

7 i 

|l 

A 

I was with Thomas Investment Company. 


0 

And was Thomas Investment Company a registered 


| 

broker- 

dealer? 


• 

f 

Yes. 


10 ■ | 

0 

And you traded in over-the-counter stock, is that 


n | 

correct? 


]9 

1 

A 

That's right. 


13 j 

0 

Did there ccme a time that you received a telephon 

5 

14 j 

call concerning Pioneer stock? 


13 

A 

I did, in 1969, yes. 


lfi 

i 

i 

Q 

Do you recall the date? 


17 i A 

It was some time in late November. I couldn't 


, j 

give you an exact date. 


19 j! O 

l! w 

.i 

Who was that call from? 


20 ! 

1 

i 

A 

It was from a Mr. Harvey Rosen. 


21 

1 

0 

Did you know Mr. Rosen? 


22 

A 

Yes. 


23 

t 0 

Was he a personal friend of yours? 


2-1 

! 

Yes . 


OR 

•aI 

1 

Q 

And what did he say to you? 
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Thomas-direct 

MR. DCYLE: Objection, your Honor. 

THE COURT: Sustained. 

Did Mr. Segal then get on the phone and talk 


to you? 

A Y es. 

MR. DOYLE: May we have where Mr. Segal is at the 

time this happened, your Honor? 

THE COURT: I expect it will be developed if you 

will just be a little patient, Mr. Doyle. 

Go on. 

Q And did Mr. Rosen tell you where he was calling 


from? 

A He told me he was calling from New York. 

0 And what did Mr. Segal say to you? 

A Wanted to know if we wanted to handle a trans 


action in Pioneer stock. 

' Q And what did you say? 

A We said we would. 

Q Did he tell you to purchase some Pioneer stock? 
MR. DOYLE: Objection to the leading, your Honor. 
THE COURT: Yes. Don’t lead, Mr. Siffert. 

Q What was said at that conversation? 

A Mr. Segal asked me if we would be interested 
in handling a purchase of. a block of stock for him which 


i 



:/ 
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v , e S aid we would and subsequently did purchase. 

Q And did you purchase the stock in Mr. Segal s 


name' 


A The original confirmations were written out rn 


Mr. Segal's name, 


Howard? 


And what happened after that? 

They were changed over to a Jeff Howard. 

At whose instructions? 

Beg pardon? 

At whose instructions were they changed to Jeff 
At Mr. Segal's instructions. 

And did Mr. Segal explain to you why he wanted 


16 11 


it changed to Jeff Howard? | 

A He said that Jeff Howard is his son and at the 

time I couldn't associate the names and he said Jeff Howard 

was his son, that was his stage name, and that he was 

legally Jeff Howard. 

0 do you recall whether this conversation that you 
juS t referred to was the same conversation as the first one 
in which he asked you to place the orders for the purchase 

of stock in Pioneer? 

A HO. I believe that was carried on in a subsequent 
conversation several days later. 


- IIS COU«T-"" ,r 
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2 

Q 

And do you recall the total number of shares 


3 

1 

that he asked you to purchase in the name of Jeff Howard? 


L 

' 4 

A 

1 

2,500. 


5 

o 

And did you purchase those shares? 


6 

A 

Yes, we did. ' 


7 

0 

I show you Government's Exhibis 25 and 26 


8 

1 

for identification and ask if you can identify these? 


9 

A 

I 

These are copies of confirmations that are a part 


10 

of our 

confirmation system of which there were four copies 


11 

and this is one of the copies of the confirmations. 


12 

13 

1 

MR. SIFFERT: I offer these in evidence, your Hono 

r. 

1 

1 

MR. DOYLE: No objection. 


14 

(Government's Exhibits 125 and 126 received 


XX 15 

1 in 

evidence.) 


16 i 




17 

Now, referring to Government Exhibits 125 and 126, 


do th*?y 

indicate in handwriting, in the center, that 


18 

duplicates of these confirmations mailed on 12/1/69, apt. 9A, 

! C. 

19 

i 

i 

care of 

A.Segal? is that correct? 


20 

i 

A 

That's correct. 


21 i 

O 

i 

Do you recognize the handwriting on Government's 


22 

1 

| 

Exhibits 

125 and 126? 


1 

23 

| 



i 

1 

A 

Yes, I do. 


24 




1 

1 

or 

° 

Whose handwriting is that? 



A 

That was my secretary's handwriting. 



■St' 
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-And the originals were sent to Mr. Jeff Howard? 
The originals were sent to Mr. Jeff Howard at 


the address. 


What was the total number of moneys spent for 
the purchase of the Pioneer stock, the total purchase price 
of both slips together? 

A slightly less than $19,000. 

Were those confirmations, the copies, mailed 


in i to New York? 


A Yes. 


0 Subsequent to the purchase and the sending of 

those confirmation slips, did you receive a check in payment! 
of that? 

A Yes, we did. 

0 And from whom did you receive the check, if you 

call? 

A It came from Mr. Segal. 

0 What happened to the check? 

A We submitted it to our bank and sent it through 
the normal way, and the check then, several days later \ 

WG WGre notified ^ the bank that the check had been returmd 
for insufficient funds. 

0 And what did you do? 

V.o called Mr. Segal, discussed it with him. He 


h| n hi'i r 





II 
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!8 


I! 

T9 


21 l! 


Thomas-direct 


said there was some error in their bank situation and if 


we would resubmit the check, it would clear. 


And what did you do? 


We resubmitted it. 


And what happened? 


We got the check back again for the second time. 


And what did you do? 


A I called Mr. Segal at that time and requested 


that he make arrangements with his bank to bank wire us 


the funds to cover the two transactions, and he said he 


wouxd take care of it, and then we received a call later 


that day from Mr. Segal vLling us that there was some 


mixup, that the account had been drawn dov/n by a partner 


of his and that he would make arrangements to take care of 


us being relieved of the stock. 


Q Did he identify that partner's name? 


A He may have, i don't remember now. 


0 What happened after that? 


Well, I can't tell you exactly the hour or the 


moment, but shortly after that we received a call from 


a broker here in New York asking if we had some Pioneer 


stock, saying that he wanted to buy some and_ 


MR. NEWMAN: Objection to hearsay, your Honor, 


THE CCURT: Overruled. Don't tell us what he uaid. 


/ 
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cross 

2 

Q You received a call from a broker in New York 

3 

and what did you do? 

4 

A Wc sold the stock back to the broker in New York. 

- 

0 

0 Now, i show you the last page of Government 

6 

Exhibits 125 and 126 and ask you if these are cancellations 

7 

of the order to Jeff Howard? 

| 

8 

A No, tte se are not the cancellations. 

9 

0 These are not. Sorry. 

1 

10 

A This one here and this one here (indicating). 

11 

Q So attached to Government Exhibit 125 for identi¬ 

12 

fication, the second page, is the cancellation of the 

1 i 

13 

Jeff Howard order of 1,500 shares, and did you also cancol 

14 

the 1,00-share order purchase. Government Exhibit 126? 

1 

15 

I 

A Yes, wt did. I don't see the confirmation there. 

16 

though. 

17 

MR. SIFFERTrNo further questions. 

18 

MR. DOYLE: May I see the documents? 

’9 

(Pause) 

20 

CROSS EXAMINATION 

21 

BY MR. DOYLE: 

22 

1 

Q Mr. Thomas, what was the price at which you sold 

23 

the stock to the New York broker, do you recall? 

21 

1 

A To the best of my recollection, I believe it 

2 r . 

was about an eighth of a point over what we had purchased 

1 

the stock for originally. 






am 
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action? 


So that you made a profit on the overall trans 


A V»e came out the way we would have had if the 

deal had gone through with Mr. Segal, yes. 

MR. OOYLE: Thank you. 

No further questions. 


8 i! 




9 ! 

10 |i 

11 

!; 

12 ii 

I 

13 !; 

14 ! 

15 

16 

17 

18 

19 

20 


21 | 


22 

23 

21 


(Witness excused.) 

MR. SIFFERT: The Government calls Mr. Solomon. 

HERMAN M. SOLOMON, called as a witness 

on behalf of the Government, being first duly sworn, 

testified as follows; 

DIRECT EXAMINATION 
BY MR. SIFFERT: 

0 Mr. Solomon, in 1969 how were you employed? 

A I was the president of a brokerage firm called 

Mann & Company, Inc., Medford, Massachusetts. 

q Did there come a time that you met Mr. Seg 1. 

A Yes. 

Q Could you explain when that was? 

A T believe it was In the spring of 1969. 

I was in the offices of some former classmates of mina who 

were attorneys. I think it was at 109 Fast ' 1 st Street 
in Mar’iattan. 
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What were their names? 


Marvin .Rappaport and Burton Bessen, 


Did there come a time that Mr. Segal and you had 


a conversation concerning Pioneer stock? 


Yes. 


14 i 


Would you explain when that was cind who was 


present and what was said? 


We ll/ it was via telephone when there was an 


purchase going to be made of the security. I was 


told there was a block — 


Could you toll us when that was? 


December of 1969 


Continue. You were answcrino. He tele¬ 


phoned and there was a conversation to purchase a block, you 


say, of Pioneer stock? 


Yes . 


Do you recall the amount of that block? 


I thought initially we were going to purchase 


about 10,000, I think 10,000 shares. It was something 


supposed to be scheduled over a period of time. 


Could you recall the complete conversation? 


It has been a specific while. We had the 


authorization to make the purchases 


Followino the 


conversation I had concern aoout whether or not there 


» 
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could be completion of the transaction and I called my 
friend in New York, Mr. Pessen, to see if he would verify 
whether Mr. Seaal would be able to complete his obligation, 
and he assured me that he could. So I had a sensing at 

the time that perhaps 1 ^— 

MR. DOYLEi Objection, your Honor. 

THE COURT: Yes-. 

q I show you Government's Exhibit 70-A for 


10 

1 

i 

identification and ask if you can identify it. 


11 


A 

This is Mr. Segal's client account card. 


12 

1 

t 

i 

0 

Was this kept and maintained in the regular 

13 

II 

ij 

course of 

business? 


14 

| 

A 

Yes. 


15 


Q 

Was it the regular course of business of 

Mann & 

1 

16 

|i 

jl 

Company to Maintain that document? 


17 

l ! 

| 

A 

Yes . 


18 



MR. SIFFERT: I offer it in evidence. 


19 

!l 


MR. DOYLE: No objection. 


20 

II 


(Government's Exhibit 70-A was received 

in 

21 

1 

evidence. } 



Q Referrinn to Government’s Exhibit 70-A can you 

tell the jury the other transactions that you had on the 
account of Alan Segal at Mann & Company concerning Pioneer 

stock? 




♦ * 
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A The other transactions? 

q Yes, the other purchases? 

A Well, we see a purchase being made of 2500 

shares on December 26, one for 200 shares on December 29. 
q Could you tell us the price at which it was 

purchased also? 

MR. DOYLE: I think it might save time if this 
is a straightforward account statement, it undoubtedly speaks 


!0 

ii 

for itself 

• 



il 

i 

! 


THE COURT: I would assume so, unless 

it is in 

11 




12 


Sanskrit or something. 


13 

Ii 

it 

r 


MR. SIFFERT: It is not a very clear 

copy. 

i 

14 



THE COURT: Can you read it? 

1 

15 

j! 

1' 


MR. SIFFERT: Yes. 

t 

16 

! 

i 


THE COURT: Well, read it, then. 


17 



MR. SIFFERT: On date 12-26, 2500 bought or 

18 

i 

i 

received 

— 

- 

19 

i 

i • 

i , 

0 

Is that the number of shares? Is 

that correct 

2<J 

I 

! 

A 

v es. 


21 

'• 

i* 

Q 

Pioneer Development, cost 8; debit. 

$20,200. 

22 

|i 

i 

I 1 

:| 


Now, does debit mean $2,200 was the 

total 

23 

* 

• I 

ij 

purchase 

price? 


21 


A 

Correct. 


25 

il 

It 

o 

w 

December 19, 200 shares, $1,630 at 

$8; same 







N 



xx 

XX 


3 !■ 


4 I, 


6 

7 

8 
- 9 
10 
11 
12 

13 

14 

15 

16 

17 i 

18 

19 

20 
21 
22 

23 

24 

25 


JA1014 

v5 Solomon-direct 86 5 

day 200 shares Pioneer Development, 7-3/4, $1,579.50. 

On December 29, 600 Pioneer Development at 8, 

$4,890. 

Now, this next extry says cash? 

A That was a check, a check received in the amount 

of $20,200. 

Q It shows that that check was returned. Do you 

know why that check was returned? 

A We received a notification from the bank that 

there were insufficient funds. 

0 I show you Government's Exhibit ,’0-B for iden¬ 

tification and ask if that is the check? 

A Yes, and there is a notation from the State 

Street Bank. 

MR. SIFFERT: I offer 70-B. 

MR. DOYLE: No objection. 

(Government's Exhibit 70-P was received in 
evidence.) 

MR. SIFFFP.T: Continuing reading from 

Tovernment's Exhibit 70-A — 

(Mr. Siffert continues to read from Government' 
Exhibit 70-A in evidence to the jury.) 

0 And on the entry for January 14 again there is 


an item cash received $41,619, and on the bottom of Govern- 
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roent's Exhibit 7C-A is there an indication about that 
$41,619? 

A That check similarly was returned. * 

0 I show you Government's Exhibit 70-D for 

identification and ask if that consists of two checks, those 
two checks totaling the sum of $41,619? 

A Yes. 

0 Were these the checks that were returned for 

insufficient funds?. 

A That is correct. 

MR. SIFFERT: I offer them in evidence. 

MR. DOYLE: No objection. 

(Government's Exhibit 70-D was received in 
evidence.) 

0 Did you have any conversation with Mr. Segal 

concerning these returned checks? 


fes, several different conversations and 


prompted by — 


MR. DOYLE: Objection to what it was prompted 


THE COURT: Sustained. 


Just tell us what those conversations were and 


what was said? 


V.’e were looking for actual — 


/ 





n 


1 


* 

i 

1 


| 
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2 ! 


THE COURT: Sustained. 

3 1 


What was said, not what you were looking for. 


A 

I asked him where the money was, why were the 

1 

1 

3 ‘ 

transactions incompleted, why were we receiving checks 

e i 

marked insufficient funds. 

7 

0 

What did Mr. Segal say in response? 

8 

A 

Oh, it was always some kind of an excuse. 

9 


MR. DOYLE: Objection to the conclusion. 

10 


THE COURT: Strike it out. 

11 



12 

Q 

Did there come a time when you came to New York? 

II 

13 l: A 

Yes. 

14 1 

0 

Do you recall when that was? 

15 

A 

1 

I believe it was in April of 1970. 

16 

0 

Where did you go? 

| 

17 


To meet with Mr. Segal. 

18 

1 

Q 

Who was present? 

19 

! A 

Mr. Segal was there and there was a secretary 

20 

in his office by the name of Francine Zahl and another 

21 

gentleman 

whose name I can't remember. 

22 

1 Q 

1 

Did Mr. Segal arrive? 

2:1 

A 

Yes. 

24 

0 

What was said and by whom? 

25 

A 

I told him I was there to receive a check for 



» 


1 I 


9 1 

- 


a 11 

^ M 


8 

9 

10 I 

11 I 

12 




13 

14 h 

»I 
16 || 

17 'I 

18 

II 

19 

20 
21 
22 

23 

24 


JA10J7 

ms Solomon-direct 868 

the moneys that he owed us after having bounced a number 
of checks consistently and with an account obligation still 
outstanding, and the net result of the day was that after -- 
MR. DOYLE: May we simply have the conversation? 
THE COURT: Sustained. Strike it out. 

Q Tell us the best you can recall what Mr. Segal 

said and what you said to him? 

A We asked him, I asked him consistently to 
receive a check for the moneys that he owed us. 

Q What did he say? 

A He said he tried hfs best to be able to take 

care of it but just hasn't been able to do it with one 
transaction or another not materializing and he just didn't 
have the money. 

I said, "I want something. I'm not going to 

go back to Boston without receiving some kind of money for 

the money you owe us, and this has been going on for 

a number of months, and we are in position now of having 
the capital falling to a net capital deficit; I want 
something in receipt. lie just didn't have any money, 

he didn't have any checks to give me. And he said, 

"Well, listen, as a show of good faith I will give you these 
3000 shares of Select Enterprises." 


And in the absence of receiving anything else 







I 
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? !• 

ms 

Solomon-direct 869 



• 

2 i 

I thought if I came back -- 



* 

[i 

3 i 


MR. DOYLE: Objection to what he thought. 


% 

4 ll 


THE COURT: Yes. Strike it out. Don't tell 



_ 

o 

us what 

you think; just tell us the conversation that took 

I 


6 ! 

j 

1 

place, please, sir. 



Q 

Did you take the shares of Select Enterprises 



8 i 

back to 

Boston with you? 



9 i 

A 

Yes, but when I received the share** he verified 



10 j 

for me ■ 

— 



ii ! 

. 


MR. DOYLE: Objection to this, your Honor. 



i 

12 ! 

1 


THE COURT: Sustained, unless you put it in 



13 

a conversation, Mr. Siffert. 



11 1 

i 


MR. SIFFERT: I will trv, your Honor. 



„ j 

o 

Did you attempt to sell the Select shares? 



16 ;i 


MR. DOYLE: Objection. 



n i 


THE COURT: Sustained. 



»i 

ii 

Q 

Did Mr. Segal at the conclusion of your trans- 



19 

actions 

with him at Mann & Company owe you money? 



20 

A 

Yes, he did. 



2i ; 

Q 

Do you recall how much that was? 



22 1 

A 

Approximately $33,000. 



a i; 

Q 

Did you commence a lawsuit against Mr. Segal? 



ii 

91 

A 

Yes, I did. 


• 

» I 

1 

0 

Did you win that lawsuit? 
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j: 

ij 


|. 

1 

i 

I 

.1 

! 




j! 

Ii 


ll 


Ii 

i 

I 


I 

1 


il 

ii 

r 

i 

h 


ms 


A Yos , we did. 

Q Did you collect some money? 

A No, we did not. 

0 I show you Government's Exhibit 70-1 for 

identification and ask if you can identify it? 


A Yes, this was the statement for judgment that 

we received in the Supreme Court, County of New York, through 
our attorney, who represented the firm of Buckley, Kisselor, 
Mr. Sheldon Lobel. 

MR. SIFFERT: I offer it in evidence. 

MR. DOYLE: No objection. 


(Government's Exhibit 70-1 was received in 
evidence.) 

MR. SIFFERT: No further questions, your Honor. 


CROSS EXAMINATION 
BY MR.DOYLE: 

0 In fact, you did receive payment of $36,250 in 

respect to these transactions, did you not, sir? 

A Yes. 

MR. DOYLE: You did. Thank you. 

Nothing further, your Honor. 

REDIRECT EXAMINATION 
BY MR. SIFFERT: 


i 


0 


When did you receive that payment? 






I 


XX 


XX 


l 


•> 


3 


4 


o 


6 

7 

8 
9 


10 


11 

12 


13 


U 


15 

IP 

17 

18 

19 

20 
21 
22 


21 


i 

i 

i 
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A The total purchases amounted to in excess of 

$60,COO. So after a period of time, on** thing or another 
finally cleared, and it totaled up to, I guess, that amount, 
so he still owed us $33,000. 

♦ V. 

MR. SIFFERT: No further questions. 

RECROSS EXAMINATION 
BY MR. DOYLE: 

Q I know you say something cleared up. You 

remember checks of Mr. Seoal that cleared through the bank 
adding up to that amount? 

A Yes, and in some cases specific payment against 

delivery of other securities. 

Q Adding up to $36,250? 

A If that is the amount that is on his client 

account card, yes. 

REDIRECT EXAMINATION 
BY MR. SIFFERT: 

0 Mr. Doyle has Referred to payments of other 
checks as noted on Mr. Senal's account card at Solomon & 
Company. 

I show you Government's Exhibit 70-E for iden¬ 
tification, 70-F, 70-H, and ask you if you can identify 
them? 

A There is one check for $31,500. That was 


\ 






] 


IPS 
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returned for insufficient funds; another check for $10,000, 
returned for insufficient funds. That was drawn on the 


account of Kelli, Jackson & Scott, Limited, 


And another 


check for $750u returned for insufficient funds. 

Q And 70-C for identification? 

A A check for $8,099.50. 

Q Was that returned because the account was 


closed. 


Yes, the account was closed. 


MR. SIFFEPT: I offer then in evidence. 

MR. DOYLE: No objection. 

(Government's Exhibits 70-E, 70-F, 70-H were 
received in evidence.) 


MR. SIFFERT: No further Questions. 


MR. DOYLE: Nothina further. 


(Witness excused.) 

MR. WALKER: Your Honor, at this time the 
Government having spoken to defense counsel concerning any 
possible objections as far as business records are con¬ 
cerned and in an effort to expedite this trial, would 
offer certain exhibits. 

We offer Government's Exhibit 40 for iden¬ 
tification, being a company statement for i’ona Fide 


Productions at the Republic National Bank. 


I 1 





1 
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xx 


XX 


XX 


3 

1 


8 

9 


l! 


10 
11 
12 

13 

14 ! 

I 

15 

16 

17 

18 

19 li 

<• 20 l! 
li 

21 |I 

i! 

22 j! 

;! 

23 i: 
21 


ns 

MR. DOYLE: Your Honor, there won't be any 

objection to any of these. 

MR. WALKER: I just want to describe them for 


I the record. 

II 

THE COURT: If they have a number we can save 
all that. Put them in by number. 

MR. WALKER: 40 for identification. 

<r 

(Government's Exhibit 40 was received in 


l 


evidnece.) 

MR. WALKER: 106-A. 

(Government's Exhibit 106-A was received in 
evidence.) 

MR. WALKER: 106-E and 106-C. 

(Government's Exhibits 106-B and 106-C were 
received in evidence.)- 

MR. WALKER: I would ask for a stipulation that 
106-B is a confirmation of First Philadelphia, reflecting 
a confirmation which was mailed out of First Philadelphia, 
and an Orvis Brothers confirmation in respect of a trade of 
1300 shares of Pioneer Development that was received by 

First Philadelphia in the mails. 

MR. DOYLE: If Mr. Walker makes that renre- 

rent.V ion I will accept it. 

MR. WALKER: I would ask for a stipulation with 






XX 




9 

*- 

3 

4 

5 

6 

R 

9 

in 

11 


ms 


JA1023 


E7 4 


respect to Government's Exhibit 106. for identification, 
being a First Philadelphia Corporation confirmation, a 
copy of which was mailed out to Shields & Company, and a 
Shields & Company confirmation which was received in the 
mail at First Philadelphia. 

MR. DOYLE: No objection. 

MR. WALKER: I offer these exhibits. 

THE COURT: Received. 

(Government's Exhibits 106-B and 106-C were 
received in evidence.) 


D 

16 

17 

18 


12 

13 

14 i 

i 

i 

i 


MR. WALKER: I would ask for a stipulation 
that 106-P is a comparison of First Philadelphia reflecting 
a confirmation which was mailed out of First Philadelphia 
and an Orvis Brothers comparison in respect of a trade of 
1200 shares of Pioneer Development that was received by 
First Philadelphia in the mails. 

MR. DOYLE: If Mr. Walker makes that represent- 


19 I! 

20 ! 

|l 

21 ; i 

22 # 

„ T 

24 

I 

i 


ation I will accept it. 

MR. WALKER: I would ask for a stipulation 
with respect to Government's Exhibit 106-C for identifica¬ 
tion. It's a First Philadelphia Corporation confirmation, 
a copy of which was mailed out to Shields & Company, and a 
Shields & Company comparison which was received in the 
mail at First Philadelphia. 


I 





I 
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21 I 


MR. DOYLE: No objection. 

MR. WALKER: I offer Government's Exhibit 107 
for identification, an account form at Orvis Brothers. 

MR. DOYLE: Your Honor, we have agreed that any 
business records may be introduced In evidence without 
objection. So I think we can simply save time by 
indicatina the numbers and putting them in evidence. 

THE COURT: I suggested that ten minutes ago. 

MR. WALKER: It is helpful if a brief statement 
is made on the recoii. 

THE COURT: No, there is no need to. That is 

why you give them a number. 

(Government's Exhibit 107 was received in 
evidence.) 

MR. WALKER: Government's Exhibits 111-A 
through 111-G, inclusive, are offered in evidence. 

(Government's Exhibits 111-A through 111-G, 
inclusive, received In evidence.) 

MR. WALKER: Government's Exhibits 112-A and 
112-B, 113, 114, and 117-A and 117-E. 

(Government's Exhibits 112-A. 112-B, 113, 114, 
117, and 117-A were received in evidence.) 

MR. WALKER: I offer Government's Exhibit 118 
for iaentification, a comparison, and, -your Honor, at this 




] 

1 

■ 

| 

JM025 

1 


o 

l| 

time after offerina this exhibit I would like to read a 

i 

i 


3 


certain portion of this exhibit to the jury. 



-1 


(Government's Exhibit 118 was received in 

• 


5 


evidence.) 


XX 

6 


(Mr. Walker reads from Government's Exhibit 



/ 

i 

118 in evidence to the jury.) 



8 

j 

MR. WALKER: The Government offers Government's 



9 

i 

Exhibits 112-A and 112, Exhibit 123, 124, 127, and 129, 



10 

i 

i 

1 

which the Government represents to be a record, business 



11 


record of Hornblower, Weeks, Hemphill, Noyes, relfecting 



12 


trading in the stock of Pioneer Development Corporation, 



13 


and Government's Exhibits 132-L and 132-C, confirmations 



14 

| 

i 

of Shields & Company addressed to Robert B. Meyer — 



15 

jj 

THE COURT: Please, Mr. Walker, don't tell us 



16 

1 

what they arc. Just put the numbers in. If at a 



1 

l / 


later time you want to explain what tnev are when it means 



18 

1, 

something to somebody, all right, but not now. 



10 

i| 

j| 

1 

MR. WALKER: And Government's Exhibit 133-A. 



20 

1 

1 

(Government's Exhibits 122, 122-A, 123, 124, 



21 


127, 129, 132-P, 132-C and 133-A were received in 


XX 

22 

1 

evidence.) 



23 

i| 

MR. WALKER: Your Honor, this completes the 



24 

i 

jl 

Government's offer of documentary exhibits at this time. 



25 

ij 

H 

ii 

!i 

There will be additional exhibits to be introduced through 



/ 


1 





1 

i 
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a witness. 


3 


THE COURT: Let's proceed. 

A 

Schlager. 

MR. WALKER: The Government calls Stanley 

5 





- 

S T A N L E 

Y SCHLAGER, called as a witness 

8 

on behalf of the Government, being first duly sworn, 

9 

• testified as follows: 

10 

i 

DIRECT EXAMINATION 

11 

BY MR. WALKER: 

j 

12 ' 

0 

Mr. Schlager, how are you employed? 

13 i 

A 

I am self-emploved; I am a Certified Public 

14 ! 

Accountant. 


1 

13 j 

0 

How long have you been employed as an accountant? 

I 

16 ; 

j 

A 

25 years. 

’7 1 

17 i 

0 

New, sir, were you employed as Certified Public 

18 

Accountant 

in 1969? 

: 

19 , 

A 

• 

Yes, I was. 

1 

20 

Q 

Do you know a man by the name of Alan Seaal? 

| 

! 

21 1 

A 

I do. 

22 ; 

Q 

Do you see him here in the courtroom? 

23 .ll 

1 

A 

Yes. 

24 | 

0 

When did you meet Mr. Segal? 

25 

A 

I met Mr. Goqnl with a client of mine, Mr. 


> 
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• 

2 

Aymes , I believe, in 1968, '67, thereabouts. 

3 

Q 

Sir, are you familiar with a company called 

1 

4 

Bona Fide 

Productions? 

5 

A 

i 

I am. 

6 

1 ° 

Whose corporation was that? 

7 

A 

1 

That was a corporation that I know existed 

8 

in Mr. Segal's office. 

9 

i 

Q 

Sir, are you familiar with the corporation of 

10 

. i 

Kelli, Jackson & Scott? 

n 

A 

Yes, I am. 

12 

1 q 

What corporation was that? Whose corporation 

13 i 

1 

was that? 


14 ! 


THE COURT: Isn't this repetitive? 

15 

i 

Q 

Mr. Schlager, did there come a time, sir, in 

16 

November , 

1969, when you had a conversation with Mr. Segal 

17 

in connection with rioneer stock? 

18 

A 

Yes, I believe it was in Mr. Seaal's office 

19 i 

some time 

in November, and it was suggested that -- 

20 | 

Q 

Will you stop and just tell us who was present 

21 at that time to your best recollection? 

22 j 

A 

I know Mr. Segal was in the office. I don't 

23 i 

know who 

else was there. 

24 

0 

Who was your conversation with? 

25 

i 

A 

Mr. Segal. 


f 
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A 


Q 


Schlager-direct B 

This is in Mr. Seaal's office? 

Yes. 

Sir, would you tell us what was said at that 


time by Mr. fecal? 


A Mr. Segal had asked me if I had a brokerage 

account and I said yes, and he asked with whom, and whether 
I would purchase some stock in Pioneer. 

q Was anything else further said? 

A He indicated that he would pay for that stock 

and I should not worry about any losses that might occur 
on the stock, if any losses would occur. 

q Was anything said concerning the amount? 

A How many shares purchased, that is? 

Q Yes. 

A I think there were a thousand and then I recall 

1300 shares actually purchased in my account. 

Q Sir, directing your attention to November, did 

you purchase on November 25, 1969, a thousand shares of 
Pioneer Development Corporation in your account at the firm 

of M. J. Manchester & Company? 

A ves, I purchased -- I'm not too certain of the 


exact date, but it was in November. 

q And, sir, later on were 300 shares purchased 

for the account of Stanley Schlager at M. J. Manchester & 





Company? 


JA1029 
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0 At a price of 1-2/A ? 

A I don't recall the price, but it was purchased. 

Q Now, sir, did there come a time when you had 

conversations with Mr. Segal following the purchases of 


the stock? 


9 I A Yes, the stock had to be paid for and Manchester 

|j 

10 looked toward me for payment because it was purchased to my 

• ii 

;i account, and then I asked Mr. Segal to make payment, and 

V2 after numerous visits and over a period of time payment was 

’3 not made in the full amount and Manchester sold the stock 

I; 

14 out., as I recall, and payment was made some time there- 

15 after that to close out my account. 

j 

16 Q Did Mr. Segal make that payment? 

17 A Mr. Segal made all the payments with regard to 


that stock. 


Was the 1300 shares of Pioneer sold out by 


M. J. Manchester on January 2G, 1970, at a price of $3-1/4? 
A I believe that is correct. 

MR. WALKER: T have no further cuestions. 


23 'i 


CROSS EXAMINATION 


BY MR. DOYLE 


Mr. Schlager, you know Mr. Segal quite well in 
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12*'didn't you? 

A Yes, I did. 

Q You had a professional relationship with him, 

having served and then serving as an accountant and doing 
personal accounting work for him? 

A I did a couple of personal tax returns for 

him and his wife and was helpful in goinc through some of 
his accounts at some time. 
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And the Aynes that you mot or who was in vour 
presence when you met Mr. Segal, that is the Mr. Aymes 
who is the president of Alphabex Corporation, isn't it? 

A That's correct. 

| 

0 You were the accountant for Alphabex Corporation 

also, were you not? 

A Yes. 

Q There was an occasion in 1969 when you and Mr. 
Aymes went to the Riverside Hotel in Reno at the request 

$ I 

of Mr. Segd. to conduct certain business transactions, isn't 1 
that correct? , 

A That is correct. 

MR. WALKER: Objection, your Honor. I think 
that is irrelevant, getting into the Riverside Hotel. 

THE COURT: Sustained. Strike it out. 

Me™, in connection with the transaction that 
you have described there is no question in your mind, sir, 
that Mr. Segal told you that he would pay for these shares, 
is there? 

A No, there is none. 

Q There is none. And subsequently the shares were 
sold out and the balance due and owing was paid by Mr. Segal, 
isn't that correct? 

A That's correct. 
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Schleger-redirect 

MR. rOYLE: No further auestions, your Honor. 
MR. WALKER: Brief redirect, your Honor. 


REDIRECT EXAMINATION 


BY MR. WALKER: 


11 i 


Did Mr. Segal tell you, sir, that you could keep 
the money if the stock went up but that if the stock went 
down he would guarantee you against any losses? 

A Well, he more or less indicated that if there was 
a profit factor involved, I would be able to keep the profit. 

Q And on that basis you purchased the stock, is 
that correct? 

A Well, I believe I purchased the stock on his 
recommendation and knowing that he was going to pay for it. 

If the stock dropped down? 

A No — 


22 I 1 


O I 1 . 

ii 


MR. DOYLE: Objection, your Honor. 

THE COURT: Sustained. 

MR. WALKER: Very well. Very well. 

I have no further <-uiestions. 

MR. DOYLE: Nothing further, your Honor, 
THE COURT: You are excused. 

(Witness excused.) 

ME. WALKER: Mr. Karfunkel. 


i 
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MICHAEL KARFUNKEL. called as a witness 

by the government, having been first duly sworn, testi' 
fied as follows: 

DIRECT EXAMINATION 
BY MR. WALKER: 

Q Mr. Karfunkel, directing your attention, sir, 
to 1969, the fall of 1969, how were vou employed at that 
time? 

A I was employed by Economic Planning Corporation, 
a brokerage house. 

Q What was Economic Planning Corporation? 

A A stock brokerage house who was also making 
markers in various stocks. 

n What was your position there? 

A I was a broker and also I was in charge of the 
firm's trading accounts. 

0 How long had you been at Economic Planning as 
of the fall of 1969? 

A About two years, sir. 

MR. DOYLE: Excuse me, how many years? 

THE WITNESS: Two years. 

O I'm sorry, I didn't hear. 

A Two years. 

o Did there come a time, sir, when you commenced 
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trading in Pioneer Development stock? 

A Yes. 

Q And do you recall, sir, approximately when that 
occurred? 

A That v/as tne beginning of November of 1969. 

Q Do you have a document, sir, that will refresh 
your recollection concerning specific dates and specific 
trades? 

A Yes, I have a list of all the trades. 

Q I show you Government Exhibit 60 for identificati 

and ask if you can identify that document? 

A Yes. This is a list of all the trades which were 
made in Pioneer Development stock. 


.a 


0 

Is that your 

handwriting? 

16 


A 

Yes, sir. 

! 

17 

1 

0 

Was that kept 

simultaneously with the trades? 

18 

! 

A 

Yes,it was. 

1 

19 

[1 

1 


MR. WALKER: I 

offer it. 

20 



MR. DOYLE: No 

objection. 

21 

22 

1 

ii 


(Government’s 

Exhibit ^0 received in evidence.) 


Can you tell us when Economic Planning started 
trading Pioneer Development stock? 

A Yes, on November the 3rd, 1969. 

Now, sir, Wf rc you actively trading the stock 
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following*November 3, 1969? 

A Yes, I was. 

Would you tell the jury what is done when a firm 


such as yours trades stoclc in the normal fashion; how do 
you trade the stock? 

A Well, we maintain a market which really means 
that we buy and sell at the prevailing rates from other 
brokerage houses mostly, and buy the stocks at the prevailing 
market price and also sell the stock to them when they so 
wish, at the prevailing market. 

Sir, would you tell us how you came to trade this ‘ 
oarticular stock? 

A I had a friend at another brokerage house. His 
name was Hy Guralick. He was a trader at another brokerage 
house by the name of Peter P. McDermott and he told me 
about it. 

No//, at the time that you started trading the | 

stock, v/as there any public information available on the 
stock? 

A No. 

Were there any registration statements or 
prospectuses available — 

MP. DOYT.F: Objected to as repetitious, your Honor. 

TITE COURT; T think so. 


Sustained. 
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Ml. WALKER: Very well. 

Q Do you recall, sir, what other brokerage houses 
were trading the stock? 

A Yes, the brokerage house of Karen & Company, 

First Philadelphia, Peter P. McDermott, I think Orvis 
Brothers is in the sheets, also. 

0 Now, when you say in the sheets, would you tell 
us what you mean by that? 

A Well, there's pink sheets — 

THE COURT: Sustained. It is repetitious. We 
have had the pink sheets meaning at least three times. 

MR.WALKER: Very well. 

Q Sir, directing your attention to November 7, 1969,. 
were there any purchases of stock on that day? 

A Yes, there were seme large purchases of stock 

from Ilornblower & Company from Chicago. 

* | 

Do you know if Chicago was trading for their own 

office? 

A I believe they were trading for the Denver office,I 
Denver, Colorado, office. 

° And did you receive communications from the 
Chicago office? 

A Yes, they called me up and said that they had 
stock for sale. 
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t 

0 

How much stock was purchased by Economic Planning 

1 


3 

y 

on November 7, 1969? 

* 


! 

A 

Total of 3,500 shares. 



Ii 

o 

VTas that a thousand at 7-1/2 and 2,500 at 7-1/4? 


G 

j 

I 

A 

Yes, sir. 


t 

it 

Q 

Were 2,700 of those shares sold out on that day? 


s 

r 

A 

Y^s . 


c* 

|| 

0 

Were those sold to other brokers? 


10 


A 

Yes, they were. 


11 

i 

ii 

Q 

Can you toll us which brokers? 


12 

II 

i 

ii 

A 

Blair & Company, Hornblower & Company, Charles 


13 

Plohn & Company, Filler Bullard & Company and Lawrence 


14 

j 

Frazier & 

Company. 


15 


Q 

NO//, sir, directing your attention to November 10th 


1G 

ji 

or thereabouts, was 2,000 shares of stock. Pioneer stock. 


i *7 
:/ 


ourchascd 

from Hornblower Weeks Hemphill & Noyes? 


18 


A 

Yes, it was. 


19 

{i 

j| 

O 

Was that price 8-1/2? 


20 

jl 

A 

8- 1/4, s ir . 


21 

(I 

o 

8-1/4. Was that stock sold on the same day or 

- 

22 


2,100 shares of Pioneer sold that same day, of which the 



j* 

2,000 was 

part? 


24 


A. 

I believe they wore. 


•> r , 
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luring this oeriod of time did you have any 


b 










889 




JA1038 



ii 

ji 

1 i. 

Karfunkel-direct 



;| 

il 
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’ 

conversations with an individual at Karen & Company? 



i 

3 i 

1 

A Yes, I had. 



tl 

4 | 

0 And what was his name? 



.. '1 
•’ | 

A His name was Joe. T know him as Joe, the first 


' 

Ii 

I’. 

name Joe. 



i; 

7 I- 

0 Can you tell us approximately when the conversa- 



8 i 

1 

tion occurred? 



9 1 

1! 

A Approximately the 6th of November, 1969. 



I 

10 | 

Q V7hat did Joe tell you? 



11 1 

MR. NEWMAN: Objection. Hearsay. 



1 

12 i 

: 

THE COURT: Sustained. 



i:i i 

1 

MR. WALKER: Your Honor, both are named as un¬ 



M ! ; 

* i 

indicted co-conspirators in this case. 



15 ji 

THE COURT: I'm sorry, I missed the name. 


16 !i 

j 

MR. WALKER: Joe at Karen 5- Company, who testified 


1 

II 

17 

ii 

in this case. 

1 



THE COURT: Overruled. 



19 |j 

o What was s-'id? 



2° j 

A Said that he had stock available and if I will 

| 


21 j! 

need stock, he can offer it at a minrter of a point below 



22 j 

the offering price. 

1 


o*> 

q Directing your attention, sir, to January or 

j 


Z\ 

thereabouts, early January of 1970, did you make efforts 

j 

1 _ 

25 ; i 
\ 

•i 

ii 

to find out about Pioneer Development Corporation? 
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A Yes, I had. 


Q And what did you do? What stops did you take? 


A Well, I tried to find out some documents or 


some material which would reflect as the operation of 


Pioneer Development and I asked around frexn the other 


brokers who were quoting the stock and also buying stock 


from Economic Planning, whether they knew anything about 


Pioneer Development, and there was a man by the name of 


Mr. Davis who was frequently quoting this stock and asked 


him whether he knew anything about — 


MR. DOYLE: May we have what firm he was with? 


THE WITNESS: Davis Securities. 


A (Continuing) If he knew anything about the stock | 


of Pioneer Development or if he know anybody ,‘io would know 


any information about Pioneer Development, and Mr. Davis 


told me that he knew of such people, and that he would 


call them and they would call me. 


Q The following day, sir, and this was, I believe. 


in early January? 


A Yes. 


Q Did you receive a telephone call? 


A Yes, I received a telephone call from a Mr. 


Michael Gardner, who had introduced himself, who war. with 


Gardner Securities, ad he 




said that Mr. Davis askad him 
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to call me and he had the information that I was interested 
in, and invited me up to his office, and he would give me 
the information. 

0 Were you invited to the office? 

A Yes, I was. 

Was this in a subsequent telephone call or was 
it the same telephone call? 

A This was the same telephone call. 

Q And where did you go? 

A I went up to his office on 61st Street and 
Lexington Avenue in an apartment building. 

Q When you got there, sir, who was there? 

A Mr. Michael Gardner was there,,Mr. Alan Segal 
was there, a secretary by the name of Zahl and an attorney 
who was in and out by the name of Marvin Rappaport. 

MR. DOYLE: By the name of what, sir? 

THE WITNESS: Marvin Rappaport. 

0 How long were you in the office? 

A About an hour, an hour and a half. 

0 And did you have a conversation with certain 
individuals while you were there? 


And who were the individuals? 
A Mr. Gardner, Mr. Segal. 
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Q Hcm, sir, would you tell us as best you can 
recall what was said by yourself, Mr. Gardner ar .1 Mr. Segal, 
as it was said at that time? 

A Well, I asked again that I was there to find 
out information about Pioneer Development, and I wanted 
that information, and they assured me that they had the 
information, and Mr. Segal gave me some documents which 
reflected that Pioneer Development was the owner of large 

Mercury mines and with vast resources and some_ 

MR. DOYLE: Your Honor, I think this is conclu 3 ory 
testimony. Can we have a conversation? 

THE CCtTRT: Sustained. 


Q Can we have a conversation? After he gave 
you certain documents, what was said? 

A Yes. He said that Pioneer Development had 
mercury, substantial mercury properties and that the 
mine was dormant at that time, and it would soon be reopened [ 
at v;hich time the company. Pioneer Development, will be 
generating profits, and based upon those profits, the price 
of the stock can be v.’orth, reflecting a ten multiple, anywhere 
from. 40 to $50 a share. 

0 Was anything said concerning the market activity? 

A Yes, Mr. Segal wanted to f\r>d out whether there 

I 

war. much activity in Pioneer Development. 
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r?ot responsive. 


MR * DWLE: Ma ^ - =i"Ply have the conversation? 
Tire COJRTt Yes, sustained .Strike it out. It is 


wil1 hake a short recess. | 

* ,n ^• WALKER: Very well. 

(Recess.) 

BY MR. WALKER: 

Q ^ Sir ' y ° U Were tellinc * us about a conversation 
that you had with Mr. Gardner and Mr. Segal in Mr. Segal's 
office ip early January of 1970. 

'•’hat was said concerning the stock, the Pioneer 
stock at that time? 

'• Mr. Segal was interested to find out who was j 

buying and who was selling the shares up to that tine. 

-d he told me that he knew of certain activities and most ! 
Of the activities that have occurred in that tine. „ e j 

asked ne about whether I bought any of the stock from 
Hornblowor in Chicago, and I said yes. 

He told me that if not for that stock coming out. 

Which somebody back-doored to him, then that price of [ 

Pioneer Development world k 

ld have been "uuh, much higher than 

it vas at that time. 

Sir, you sni.d that he said that somebody back- i 
d °° rea ' 7hat does " he term "back-door" mean? 


7 
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A It means that if you have an arrangement with 
somebody that you are going to buy the stock and the other 
person, all the sellers are going to hold off from selling 


I 

I 


the stock, then the purpose who is buying the stock will 
increase the demand and while the supply will be constant 


and will have an effect on the stock, the price of the stock 
would have to go up. 

Q And what happens when a back door occurs, back- 
dooring occurs? 

A It means that the supply of the stock is increased 
and therefore the price of the stock either does not change, 
dospite somebody buying the stock, or it could even go down,! 
depending on how is being sold into the market. 

0 Did he indicate at that time who he felt was 
back-dooring him? 

A Yes, he had mentioned a name, but I couldn't 
recall that name. 

MD. DOYLE; Excuse me, what was the name, sir? 

TITE WITNESS; I could not recall the name. 

What further was said at that meeting concerning 
what vou should do, if anything? j 

A Yes. 

He said that T should keep in contact with him 
and he was very — he made many purchases and sales in the 
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MR. DOYLE: Your Honor, is this a conversation? 

MR. WALKER: This is a conversation. 

THE COURT: Yes. 

A And he said he was going to give me some retail_ 

MR. NEWMANr Objection. I believe the witness 
is either reading from some papers in front of him or 
referring to them. Arc they in evidence? 

HIE COCJRT: Yes, those are in evidence. 

MR. NEWMAN: I beg your pardon? 

MR. WALKER: He is not reading from them. 

THE COURT: He is not reading, anyway. 

NR. NEWMAN: I withdraw my objection. I'm sorry. 

THE CCURT: What did he say now? 

0 What did he say? 

A I!e said that I should keep in contact with him' 
and that he was going to give me some retail commission 
business in the future. 

THE CCURT: What kind of business? 

THE WITNESS: Commission business. 

Sir, following that meeting, what happened? 

Did you receive a telephone call from to. Segal? 

A Yes, following that meeting, Mr. Segal and Mr. 
Gardner both called me regularly and asked whether I sold 





vy 


jkh!5 


JA1045 

Karfunkel-direct 


12 ■ 


any stock and to who I sold this stock, which brokerage 
houses were buying the stock. 

Directing your attention to January 16, 1970, 
what hanpcr.ed on thrt day? 

A Yes, a firm by the name of Kelli, Jackson bought 
a thousand shares of Pioneer Development stock at 4-1/4. 
The order was given to me by Mr. Segal. 

V7as there any conversation at that time with 
Mr. Segal that you can recall? 

A Yes, the way I — Mr. Segal said that he feela 
that the price of the stock is going to go higher and that 
he was interested in buying another thousand shares at 
that level. 

Q What was the price? 

A 4-1/4. 

Now, sir, what happened on the settlement date 
of that trade? 

A We were paid by a check and the check bounced. 

Directing your attention to January 19, 1970, 
did you get a call from Mr. Gardner on that day? 

A Yes, Mr. Gardner said to me that a mutual fund 
by the name of Forsythe Fund was interested in buying a 
thousand shares of Pioneer stock at 3-3/4 and that he had 
a friend over at M.J. Manchester, a brokerage house, who 


/ 










jkhlfi 


JA1046 

Karfunkel-direct 


WRS interested in selling 1,300 shares at 3-1/4, and he 
asked me to handle both sides of that transaction. 

0 New, sir, what kind of a trade was that? 

A This is called general a directed trade. 

Would you tell us, sir, what is a directed trade? 
^ directed trade is a trade whereby the buyer 
and the seller have an agreement that they will buy the 
stocks at a certain price and that they will ve e the 
services of a broker to consummate the trade. The price 
is predetermined despite of the market, of the free market 
which is determined by supply and demand, it is a market 
which is arranged and not determined by supply and demand. 

i tlr. CCXJRT: We will take a very short recess. 

Miss, will you come in and see me in the robing 


room. 


ALTERNATE JUROR NO. 5: Yes. 

(In the robing room.) 

TEE COJRT: Alternate juror number 5 is sick, 
aJ y°’ J C3n " eo * Do you have any objection to excusing her? 
MR. DOYLE: No. 

MR. WVLKER: None whatsoever. 

THE COURT: All right, she is excused. 

(Open court.) 


MR. WALKER: May I proceed, your Honor? 
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Mr. Karfunkel, before we had the brief recess. 


you rere telling us what a directed trade is and would you 
now tell us, since vou were in the middle of your explan¬ 
ation, what a d'recti d trade is? 

A Y~s. The price of a stock is usually determined 
by sunply and demand, and the free market determines how 
much, v.’hat the price is, depending how much supply there is, 
and v;hat the demand for a certain stock is. If somebody 
makes an agreement with somebody saying that I will -- 

i 

MR. DOYLE: I can't hear you, sir. Will you speak 
a little louder, please? 

THE COURT: If somebody irakes an agreement with 
somebody saying — 

A Saying that he will sell the stock at a certain 
level, then the seller is, number 1, assured that he 
will get the stock at this level and also, the buyer will 
also be assured that the stock will be sold at that level. 
And at the same time, it is not going — the seller of the 
stock is not going into the market and depressing the stock, 
and the buyer of the stock is not coming from the market, 
increasing the price of the stock. 

Q So is it safe to say that a directed trade avoids 
the risks of the market? 


A Yes. 
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When you received a direct' i trade on January 19th 
from Mike Gardner, were you, in effect, assured of a profit 
wi hout a risk to yourself? 


A Yes, I was. 

Directing your attention to January 21st, did 
you have a conversation with Mr. Segal on that day? 


A Yes. The price of the stock has gone up to $5 a 
share, and Mr. Segal has asked me that he would like to 
sell, his firm, Kelli, Jackson wants to sell 2,500 shares 
of Pioneer Development at 5, and that he found a buyer for 
it, a brokerage house by the name of Lindquist from Salt 
Lake City, who was interested to purchase 3,000 shares of 
Pioneer Development at 5-3/8. 

Q What kind of a trade was that? 

A Also directed trade. 

Now, directing your attention, sir, to January 23r£, 

what was the stock trading at at that day? 

A It was around 5, 5-1/2 dollars was the buy price, 
and about six and a half dollars, six and a half was the 
ask price. 

Directing your attention to January 27th, did 
yon have a conversation with Mr. Segal on that day? 

Yes. Mr. Segal had a buyer, a fund by the name 
o Technical Fund, whr was interested in purchasing a thousand 
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shares of Pioneer at 5-1/4, and at the same time a brokerage 
hous * by the name of Birr Wilson — I believe it was a 

California outfit was interested in selling 1,1910 shares 
at 4-1/2. 

I 

0 Was that trade executed? 

A 1os, both sides wore executed. 

O What kind of a trade was that? 

A Also directed trade. 

Now, directing your attention to January 29, 1970, 
did you have a telephone conversation with Mr. Segal on 
that day? 

Yes, Mr. Segal called me and said that he had 
a friend by the name of Harvey Rosen, who was a man from 
Wichita, Kansas, who was interested in purchasing 3,000 

shares of Pioneer at 5-1/4. 

We bought the stock for him. We sold him the stock, 
3,000 shares at 5-1/4, and Mr. Segal gave us a check, 

Harvey Rosen's check for $15,750, which check bounced. 

It. was later paid in three instalments. For the final instal¬ 
ments I had to fly out to Wichita, Kansas, to get the money, 
but it was paid. 

0 Who did you receive the money from? 

I received the money, I believe,two payments 
were mad.- by Mr. Segal and one payment was made from Mr. 


,\ 
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0 Me*•/, given that market as it existed on 

January 29th, what would the impact be of a purchase of 
3,000 shares of Pioneer? 

T\ It would sharply raise the price of the stock. 

Q Directing your attention to February 2nd, did 

| 

vou have a telephone conversation with Mr. Segal on that day,? 
A Yes, I had. Mr. Segal said that Birr Wilson, 

1 

somebody was being sold out on the coast by a brokerage 
firm of Birr Wilson, and they had 3,500 shares of Pioneer 
stock for sale at 2-1/2, and that he was going to find 
a buyer for it, which he did. Another brokerage house 
by the name of Fiddler Securities bought the stock at 2-7/8. 

0 What kind of trade was that? 

A Also directed trade. 

0 Did you have a conversation with Mr. Segal in 
respect of that particular trade? 

A Yes. lie has complained that the market -- 


19 


MR. DOYLE: Objection, your Honor, to the 


on , 

i conclusions. 
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Q What was your conversation, sir, and what did he 


say? 


MR. DOYLE: Was it a teleohone conversation? 


THE WITNESS: Yes. 


THE COURT: What did he say? 
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0 What did he say? 

A Mr. Segal complained that the markup was— 

MR. DOYLE: Please, just the conversation. 

THE CCXJRT: That is what he is saying. 

What did he sav? 

THE WITNESS: He said that the markup was too great^ 
namely, we made too much money on the trade. 

MR. DOYLE j Who j.s we? 

TEE WITNESS: The brokerage house. Economic Plannin 

0 Directing your attention, sir, to February 5, 1970^ 
did you receive a telephone call from Michael Gardner? 

A Yes, I had, and it was in connection with V.F. 
Naddio. 

Q What did Mr. Gardner say? 

A Mr. Gardner said the brokerage housewas going 
out of business and he wanted me to purchase 1,R00 shares 
of Pioneer Development which was their entire inventory of 
stock at 2-3/4. 

0 And did you purchase that? 

A Yes, we did. 

0 Directing your attention to February 9th and 
February 10th, did you have a conversation with Mr. Segal 
on that day? 

A Vos. Birr Wilson# a brokerage house— 
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21 


Q What did Mr. Segal say, sir? 

A Mr. Segal said that somebody's being sold out 
at a brokerage house out on the coast by the name of Birr 
Wilson and they had 5,000 shares of stock for sale at $2 
a share, and he wanted us to buy it and that he was going 
to find a buyer for this stock. Next day he called me and 
says that his firm, Kelli Jackson, wants to buy the stock, 
5,000 shares at 2-1/2 dollars. 

Q And, sir, what kind of a trade was that? 

A A'so directed trade. 

Q Now, in the latter part of February, what was 
the price of Pioneer? 

A It has dropped very,very sharpy and it has reached 
as low as half a dollar. Latter part of February it reached 
a low of 7/8 of a dollar. 
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13 

14 

15 

16 
17 
IS 

19 

20 



21 

22 

23 


,i 
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n On March 2nd or thereabouts, what happened on 

that day? 

A On March 2nd in the evenino it decreased sharply, 

and th ’ price of the stock was half a dollar a share. 

Q Whatcaused this price drop during this period 

of time? 

MR. DOYLE: Objection. 

THE COURT: If the witness knows. 

A Very substantial selling. 

Q Directing your attention, sir, to February 25 

qj- thereabouts, die you have a conversation with an individua 
who identified himself as Mr. Howard? 

A Yes, I did. 

MR. NEWMAN: Objection, your Honor. No found 
ation has been laid. 

MR. WALKER: Your Honor, I can connect it up. 

THE COURT: Overruled. 

Q Mr. Karfunkel, will you tell us what the con¬ 

versation was? 

First of all, was this conversation in person 
or over the telephone? 

A Over the telephone. 

> What did this individual ray: 




MR. NEWMAN: 


Objection, your Honor. 


No found- 
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ion laid, 


THE COURT: Sustained. 


Did you later meet this individual? 


Yes, I did. 


mr, NEWMAN’: Objection. 


THE COURT: Sustained. Strike it out 


Did you later meet an individual who identified 


himself as Robert Howard? 


Yes, I did. 


Did you recoonize his voice as being the same 


voice you heard over the telephone? 


Yes, sir 


Referrino back to the telephone call, what 


did this individual who identified himself as Mr. Howard 


say to you? 


Mr. Howard said that he had a block of 10,000 


shares of Pioneer Development stock for sale. He assured 


me that the stock was free tradinc stock without awny 


restriction on it, and he said that he bo8uht the shares 


personally at a much higher level. He suggested that it 


would be a good investment and I would be able to make money 


in the future by buying the shares. 


Did he say nnythino about why he was selling? 


He said that he needed the money and that is why! 




r / 
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9 

Ij 

j! 

he was selling. 




«> 

I 

ii 

0 

Was a meeting arranged? 



7 

4 

ii 

A 

Yes. 




o 

;l 

|i 

0 

Where? 

i 



6 


A 

I met him at the Americana Hotel. 




4 


Q 

Ho was present? 


0 


8 


A 

Only myself and Mr. Howard. 


9 


9 


0 

Can you recall the date? 




10 


A 

I think it was the 24th. 




11 

ii 

ji 

Q 

I show you Government's Exhibit 61-A for iden- 




12 

jj 

: i 

j; 

tification 

and ask you if you can identify that, if that 


o 


13 

Ii 

j 

refreshes your recollection on the date? 




14 


A 

Yes, it was the 25th of February, and that is 




15 

i 

the date that I met Mr. Howard in the Americana Hotel. 




16 


Q 

Do you see Mr. Howard in the courtroom? 

| 



17 

i 

A 

I believe I do. 

1 



18 


0 

Which one? 

’l 

» 


10 

i, 

A 

I think this is the ggentleman, tne first one 


* 


20 


right here 

• 




21 

j! 


MR. WALKER: May the record reflect the iden- 


) 


22 

i 

tification 

? 




99 

•d » 

ii 


THE COURT: Yes. 




24 

i 

0 

What was the conversation that you had with 

» 

) 


25 

|l 

Mr. Howard 

at the Americana as best you can recall? 


'r 






■ 
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The best I can recall is — I'm somewhat vaaue 


0 Just your best recollection, sir? 

A He had some stock certificates with him and 
he assured me — 

MR. NEWMAN: If your Honor please 

THE COURT: Sustained. 

MR. NEWMAN: I ask that it be stricken. 

THE COURT: Strike it out. 

0 What do you recall him saying, sir? 

A He said that he had 10,000 shares of stock which 
he wanted to sela. and he assured me — 1 was not quite 
certain that the shares — 

MR. NEWMAN: Objection, sir. 

THE COURT: What you said and what he said? 


What did he say? W’hat did you say? 
of the conversation. 


Give us both sides 


A He. said that he had the 10,000 shares for sale, 

upon which I said that I would buy the shares from him 
provided the shares had no restrictions on them. 

THE COURT: What did he say? 

THE WITNESS: He said that if I would oive him a 
dov:n payment, $4 500, he was goinrr to give me the shares 
and allow me to transfer the shares and oive him the balance 


4 
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:> upon the shares coining back from transfer. 

I, 

'! Q What did you say? 


■1 

. ) , 

7 |! 

9 

10 

r 

11 

12 

13 

14 


il 


15 

16 

17 

18 


19 ;; 

20 il 


21 


A Fine. 

0 I show you Government's Exhibit fl-A and 61-P 

and I ask you if you can identify those documents? 

H Yes, this is a piece of paper which was signed 

bv Mr . How - rd acknowledging receipt of $4500 partial pavment 
for 10,000 shares of stock. 

Q I show you Government's Exhibit 61-B for iden¬ 

tification and ask you if you can - identify that, the second 
check down in the microfilm? 

A Yes, the second check is made out to George 

Karfunkel, for $4500, which v/as one and the same $4500 which 
was oiven to Mr. Howard as a down payment. 

0 Who is George Karfunkel? 

A My brother? 

0 On subseauent occasions did you oive checks to 
Mr. Howard? 


A Yes, I did. 

0 Will you tell us, sir, where these checks were 


given? 



Excuse me? 

Where did you give him these checks? 

Yes, I believe I met -him on another occasion, 
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>y 

II 

li 

I think it 

was on Broadway, corner of Wall Street. 

1 


't 


Q 

Was that followinn a telephone conversation 


w 

A 

!l 

i 

arranciino 

the meeting? 



5 

i| 

A 

Yes. 

, 


6 

i 

! 

Q 

Who made the telephone call? 



i 


A 

Mr. Howard did. 



8 

ii 

o 

I show you Government's Exhibit 61-C and 61-D 



y 


for identification and ask you if you can identify those 



10 


documents? 




11 

1. 

A 

Yes, it is a check. 



12 

1 

Q 

61-C you are referring to? 

J 


13 

j 

A 

61-C is a check payable to Leah Karfunkel, my 

1 


14 


wife, and 

I believe this was a check for $5,767.88, which. 

| 


15 


I believe, 

was used in payment for the 3ame stock. 



10 

1 

Q 

I show you 61-D for identification and ask you 

f 

1 

17 


if you can 

identify that? 

• 

i 


18 


A 

That is a check which was made out to George 

f 

j 


19 


Karfunkel 

in the amount of $3,931.25, and I believe that 



29 

ii 

1 

was another check which was endorsed by Mr. Robert Howard, 



21 


and this was used also as a payment for the same stock. 



22 

i 

ji 


MR. WALKER: I offer these four documents in 


f 

23 

1 

evidnece. 


1 


24 



MR. NEWMAN: Can I see them? 



25 

ll 


I have no objection. 
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(Government's Exhibits 61-A, 61-R, 61-C and 
61-D were received in evidence.) 

MR. WALKER: Your Honor, may I read these to the 


jury? 


(Mr. Walker reads from. Government's Exhibits 
61-A, 61-B, 61-C and 6 IQ in evidence to the jury.) 


witness. 


MR. WALKER: No further questions of this 


Your Honor, I'm sorry, I do have two brief 


questions of this witness. 


BY MR. WALKER: 


22 ' 


Q I show you Government's Exhibit 60-A for iden¬ 

tification and ask you if you can identify that? 

A Yes, this is a sheat from the retail customers, 

from a record of retail customers who sold stock by Economic 
Planning Corporation. 

MR. WALKER: I offer it. 

MR. DOYLE: No objection. 

MR. NEWMAN: May I see it, olease. 

No objection. 

(Government's Exhibit 60-A was received in 
evidence.) 


I show vou also 60-B for identification and ask 


you if you can identify that document? 







I _ ( 
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A 

Yes, it is also a record of some trades from 



3 

li 

out of the 

retail customer sheet. 

1 

■>» 

wr 

4 



MR. WALKER: I offer this document as well. 

) 


. 1 

i! 


MR. DOYLE: No objection. 

1 


6 

|i 


(Government's Exhibit 60-B was received in 

I 

i 

XX 

/ 


evidence. ; 



8 


Q 

Sir, with respect to 60-A, does that reflect 



0 

ii 

a sale of 

200 shares of Pioneer on January 28 or there- 



10 


abouts? 


| 


11 

i 

A 

Yes, January 28 at a price of $4.25 for Jack 

J 


12 

' 

Levine. 




13 

i 

Q 

Does 60-B reflect a purchase of 1500 shares 



14 

il 

1 

of Pioneer 

Development at $4.25 on January 6? 



15 

A 

January 16. 

1 


16 

i 

! 

Q 

January 16. And the sale of 2000 shares 



17 

i 

of Pioneer 

Development on January 21, the purchase beina 

* | 


13 


at $4.25 and the sale being at $5 a share in the name of 



19 


Kelli, Jackson 5, Scott, care of Stuart Schiffman? 

1 


20 


A 

Yes, sir. 

1 


21 

i 


MR. WALKER: No further questions. 


' 

22 


CROSS EXAMINATION 

i 

XX 

23 

n 

r 

BY MR. DOYLE: 

i 


24 

r' 

0 

My name is John Doyle and I represent the 

i 


25 

f 

h 

defendant 

Man Segal. 



ii 


1 


V 
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2 



My first question to you concerns whether you 

\ 


3 

i. 

recall a conference with Mr. Dennis Block of the Securtiies 


y 

1 


and Fxchanae Commission on April 19, 1971, at which Messrs. 

1 


. t 

1 

1 

Block, Ormstein and Ostrich were present? Do you recall 

1 1 


f; 


that, sir? 


I 


. 


A 

Yes, I do. 



8 


Q 

Have you reviewed a memorandum of that conference 

; 1 


9 


in preparation of your testimony here today? 



10 


A 

Yes. 

1 


11 


Q 

Mr. Walker showed it to you? 

; 


12 


A 

Yes. 

1 


13 


Q 

On the occasion of that conference had you made 



14 

1 

a decision 

in your own mind to tell the truth about Pioneer 

i 


15 


Development 

Corporation to the SEC? 



16 

II 

II 

A 

Yes, I believe I had. 

» 


17 


0 

You had an attorney with you, didn't you? 

| 


18 

li 

A 

No, I didn t. 

! 


19 


Q 

Didn't you have a Mr. Henry Mahlcn with you on 

i 


20 

I 

that occasion? 

» 

j 


21 


A 

No. 

| j 


22 


Q 

Are you positive about that? 

| 


23 


A 

Not on the investigation. There was no Mr. 

1 


• ) 4 

p 

Mahlon present at the investigation. 



. > ■ 

tl 

li 


Did you have an attorney by the name of Henry 






1 

ms 
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2 

Mahlon? 

i 


3 

i 

A 

Yes. 

4 


Q 

Did you have him retained to represent you on 

.") 

or 

about 

April 19, 1971? 

6 

i 

A 

Yes. 

7 

■ 

Q 

Was he not present with you at this conference? 

8 

1 

A 

Are you referring to a memorandum? 

9 

l 


Q 

Yes. 

10 

' 


A 

He was present. 

11 


0 

You were asked certain auestions by the SEC and 

12 1 

I 1 

you 

gave 

certain answers about Pioneer Development Corpora- 

13 i 

tion? 


14 


A 

Yes. 





,5 ,j 


0 

Cn that occasion you made no mention whatsoever 

16 1 

of 

back-dooring? Isn't that correct? 

1 

17 


A 

True, sir. 

18 ! 


Q 

You made no mention whatsoever of directed 

jj 

19 I 

trades on 

that occasion? 

20 ( 


A 

True. 

21 


Q 

You were named as a co-conspirator in this case 

22 [ 



Has the Government promised you immunity in 

21 II 

return for your cooperation? 

|i 

21 


A 

Mr. Walker said that if I said the truth I 


will not be prosecuted. 


However, he also said if I lied 
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9 

10 
11 


I WO udl te subject to perjury and also I would be 
prosecuted. 

p you understand if Mr. Walker should take the 

position that your testimony is not truthful then he intends j 

to prosecute you, doesn t he? 

A That is true. 

Q MOW, with respect to your testimony about trading 

in the over-the-counter market, ar.d the subject of back- 
dooring, you testified on direct examination that at a 
meeting in early January, 1970, Alan Segal said something 

Was that your testimony on direct 


12 | 

about 

ba 

ck dooring? 

13 j 
| 

exami 

nation? 


11 1 


A 

Yes 

, si 

15 


Q 

DO 

you 

16 

jury 

on 

August 

13, 

17 

1 

A 

yes 

i, I 

18 


Q 

Do 

you 


I 

I 

in 


20 |l 

ii 

21 
22 
23 
21 


|| 

25 


tion and giving the following answer at page 18= 

"Did you have a discussion with Mr. Segal as 

to whv the stock was not going up;’ 

••A I had discussed at a much later date. 

He said that they were back-doorina him and selling 
the price of the stock in opposition to what thev 

had agreed to." 
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Was that your testimony at that time? 

A Yes, sir. 

Q now, which testimony was true? The testimonv 

you gave at that time or the testimony you have given in 
court here today? 

A noth of them are true, sir. The testimony 

refers in the grand jury to the fact that Mr. Segal kept 
assuring me all the time that the price of the stock was 
going to go higher and he wanted me to maintain a position 
in the stock, a long position in the stock, and all the way 
at the end when the stock practically collapsed he confessed 
to me that it did not work out because people were sellinq. 
selling the stock in violation of the agreement with him. 
q Did he say anything on that subject when you 

met him at this first meeting, him and Gardner? 

A Yes, at that meetino we had only discussed one 

particular trade, and that trade was the Hornblower trade 
out of Chicago, and he had referred to that trade at that 

meeting as a back-doorino trade. 

0 You were tradinq this stock over-the-counter 

since early November? 


Yes. 


/'nd you were makina a profit on vour trading? 
Overall it was a profit. 
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16 


ri- „ 


Overall it was a profit? 


Yes. 


And vou wore tradinn the stock in the normal 


fashion? Isn't that correct? 


Yes, true 


And the fact is there were a number of over-the- 


counter firms and also member firms making a market in the 


stock durino that period of time, in addition to the ones 


you mentioned or. direct examination, weren' t there? 


Do you remember who they were independently of 


documents to refresh your recollection? 


I think that Mayer s, Schweitzer was making a 


market, I think Kelley, Andrews was another brokerage house 


who was making a market; I think Commonwealth Chemical 


perhaps may have been making a market. 


C I believe vonr description of a direct trade 


is a price that is negotiated between the buyer and the 


seller? 


Yes. 


>v; , m transactions that are conducted .rough 


the vehicle of the pink sheets or bid and asked prices, 
in fact those prices are also negotiated, are they not? 


Yes, they are. 


r. 






. 




,u 


\ 

v 

M 
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C The over-the-counter market is a negotiated 

market amom broker-dealers and broker dealers? 

A That is correct. 

q Now, in the so-called directed trades do you 

ever communicate with any of the principals on either side 
of the transaction in order to determine whether what you 
had been told by Mr. Segal was correct, whether so-and-so 
had been advised by Mr. Segal or had told Mr. Segal he wanted 


to sell or wanted to buv? 


Did you have any independent 


conversations with the principals in these transactions 


about this? 


Yes. 


Who? 


A The order clerks who at the respective houses 

have called me and have confirmed the trades, that they were 
selling or buying stocks from Economic Planning. Bu'. prj.or 
to that we also received a call from Mr. Segal that so-an<J- 
so will call and ask to buy or sell stock. 

0 Did any person of any of these firms ever tell 

you that Mr. Seaal had been in touch with him either directly 
or indirectly? 


0 Was anyone else present during these conversa¬ 

tions tnat you testified about concernino directed trades? 


o 
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MR. WALKER: Your Honor, 
there were telephone calls. 


I believe the testimony 


THE COURT: That is my recollection. 

MR. DOYLE: I think that is rinht , your Honor. 

0 Isn't it a fact, Mr. Karfunkel, that you have 

subsequent to your meeting with the SEC in April, on 
April 19, 1971, and in return for being granted immunity 
from prosecution in this case, in fact, fabricated these 
conversations about directed trades? 

A NO. 


Q Isn't it a fact that the conversations about 

back-aooring were not mentioned to the SEC in April, 1971, 
and you have since thought of that in order to bolster your . 
cooperation with the Government, and they are fabrications? 

A No, sir. 

0 But you did lie to the SEC in April, 1971? 

A No, I did not. 

I 

Q So your testimony which was purportedly complete 

and truthful and with mentioned noth ing about back-dooring 
and directed trades, that testimony was truthful? Is that 
your testimony today? 

A No, sir, the question of back-doorincr was not 

asked at the Commission, and that is the reason it was not 

brought up. 


r 
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Q Didn't you go in there to tell them the whole 

| 

•; ; story about Pioneer? 

i A NO. 


o 

6 


|i 


Q Weren't you offerino your cooperation to the 

SEC in order not to have disciplinary proceedings brought 
aqainst you? 


I 


9 

9 

10 

11 

12 


19 







MR. WALKER: Objection as to form,. 

THE COURT: Overruled. 

THE WITNESS: Do I answer the question? 

> 

THE COURT: Yes. 

A The question of proceedings against me in 

Pioneer Development was never brought up by the Commission. 

•» 

There were only two stocks, namely, 

Q You were trying to make peace with the SEC about 

your problems in those stocks? 

A Yes, but it had nothing to do with Pioneer. 

I 

Q Put the memorandum says Pioneer Development 

Corporation on it? 

A Yes, sir. 

Q Did you discuss Pioneer Development Corporation? 

I 

A We discussed the possibility of what penalty we , 

would be willing to receive in order to dismiss the civil 
action. 


* 








r 
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0 You were asked questions about Pioneer Develop¬ 



3 


ment on that occasion, weren't you? 



4 


A Yes, sir. 


I 

•> 


'.i And you went in there to tell the whole truth 

i 


li 

j 

about Pioneer Development Corporation and about any other 



1 


tcpic the SEC would ask you about? 





TIT COURT: T think he has answered the auestion. 



U 


MR. DOYLE: May I have one moment, your Honor? 



10 

|| 

1 

Nothing further. 



11 

1 

MR. WALKER: May we see your Honor at the side ’ 



12 

[j 

bar befora the witness is excused? 



13 

j 

(At the side bar.) 



14 


MR. WALKER: Your Honor, during the spring of 



15 


1970 this witness was asked to appear before the SEC in 



16 

1, 

j 

a continuing investigation into Pioneer and Select, both 



17 

ll 

jl 

of which stocks were interrelated because Mr. Segal had bean 



18 

ll 

jl 

involved, and at that time prior tc going to the SEC this 

1 



19 


witness had a conversation with Mr. Segal about what his 



20 

1 

testimony should be at the SEC, and the Government wishes- 



21 


to offer that cat this time. 



22 

i; 

MR. DOYLE: I have not impeached Him about 


y 

23 

i 

li 

tb' - ' testimony there. 



24 


THE row: : I don't sec hov; this conversation 



i>r 


with Mr. Serial has anything to do with what he said before 



* 





! 


3 

4 


l 

I) 

i 


i 



i 


9 


10 

11 

12 


13 


14 


15 

16 


17 

18 
19 
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i 
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the SEC. 


MR. WALKER: Your Honor, the conversation was 
prior to the appearance of this witness before the SEC. 

MR. DOYLE: I have not interrogated him with 

reference to that. 

THE COURT: You didn't? 

MR. DOYLE: No. 

THE COURT: You asked him about back-doorina. 
MR. DOYLE: About the conference in 1971 with 
the SEC. I deliberately did not ask him about his prior 


lies because I knew that would open the door. 

THE COURT: I would have to check it, Mr. 

Walker. I wish I had enough confidence in you, which I 

don't at this point, to rely on you. I will have to read 
the record. 

(In open court.) 

MR. WALKER: Is there any other cross, your i 

Honor? 

THE COURT: I will do that during the lunch 

hour. 

CROSS EXAMINATION 
BY MR. NEWMAN: 

0 Mr. Karfunkel, that stock that you got from 

Mr. Howard, whose name was on that stock? Do you recall? 


I 





II 
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i i. 


!' 

~ i 


9 1 

|| 

io j! 

■! 

12 1 


t| 


i; 


14 

15 ! 

16 I 

17 

18 

19 

20 
21 

22 ! 

|| 

23 i! 

I ! 

21 | 


A I don't recall, sir. 

q Does the name J. Walker have any meaning to you? 

Does that refresh your recollection in any way? 

A None whatsoever. 

q You say that you started to talk to Mr. Segal 

about Pioneer Development and that started in November? 

Is that correct? Of 1969? 

A NO, I think we said the first week of January, 

1970. 

1 

q And at that time did Mr. Segal mention the names 

Burney Acton and Michael Clegg to you? 

A I don't recall. I subsequently heard the 

names. I never met these people, but I do not recall of 
any singloe conversation with Mr. Segal mentioning these 
names, Burney Acton. 

q Did Mr. Gardner mention it to you? Who they 


were? 


A 


Subsequently — I could not recall exactly when 


I heard these names. 

q Some time around that time when you spoke to 

Mr. Segal? 

A It could have been, yes, sir. 

Q And it was told to you just who they were, the 

president and the vice-president of the company? Is that 
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10 


11 


12 


13 


14 


15 


16 


17 


18 


19 


21 


22 


23 


24 


correct? 

A It could have been, yes, sir. 

MR. WALKER: Objection. 

I move to strike. I think it is inconclusive. 

This witness does not have — 

MR. NEWMAN: He said it could have been. 

THE COURT: Strike it out. 

0 Mr. Karfunkel, when Mr. Howard delivered the 

stock to you, you were at that tine aware, you knew who 
Michael Clegg v:as and Burney Acton? The names then had 

meaning to vou? Isn't that correct. 

A I could not say. I could not say definitely 

when I first heard of these names. I never traded, I 

have never — 

MR. NEMAN: I move to strike. You have 

answered my question. 

Q do you recall if you ever saw the name Robert, 

Howard, Bob Howard, Robert Finkelstein onany of these _ 
certificates? 

A I think it was not in Mr. Howard's name. 

q That is your best recollection? 

A That is my best recollection. 

MR. NEWMAN: Thank you very much. 

THE COURT: Any other cross? Any redir e ct, 


M 
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other than the topic we discussed at the side bar? 

MR. WALKER: I might wish to show the witness 

some certificates. 

REDIRECT EXAMINATION 
EY MR. WALKER: 

0 I show you Government's Exhibit 1-U and 1-E in 

evidence, 1-U being a transfer record containina a letter 
of transmittal pius a stock certificate, and I ask you if 
you can identify the stock certificate? 

A I think this was -- again I do not remember 

seeinc this certificate before, but it should have been 
the certificate as part of the 10,000 shares, one certifi¬ 
cate for 4100 shares in the name of Mr. McKibbon. 

Q I show you Government's Exhibit 1-V in evidence 

and ask you if you can identify this? 

A I think these were the certificates in the 

name of Jay Walker which are part of the 10,000 shares. 

Q Adding these two up we come to a total of 
9700 shares. 

Do you recall the name that the last 300 shares 

were in? 

A I do not, sir 

MR. WALKER: No further questions, except the 
offer that I made. 


TT 

r 
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THE COURT: You are excused subject to 

recall. 

(Witness excused.) 

THE COURT: We will take our luncheon recess 
at this point, 2.15. 

Remember my admonition: Don't talk about the 
case; don't let anybody talk about it with vou. 

(Jury excused.) 

MR. WALKER: I have a further offer that the 
Government intends to make in connection with the testimony 
Mir. Doyle is advancing of cjood faith and lack of knowledge, 
and that is a prior proceeding before the SEC which occurred 
in 1960, and 1 have the official records of the SEC. 

THE COURT: As to Mr. Segal? 

MR. WALKER: As to Mr. Segal alone and not as 
to anyone else. I have an SEC release that I would offer. 

I can show it to your Honor. ( 

THE COURT: Well, let me see it and I will rule 

on it. 

What is your objection? 

MR. DOYLE: That was a proceeding in which 
Mr. Segal expressly reserved his rights to deny the 
allecations of the charae, and it was admissible solely 
for the purposes of that proceeding, like a nolle decree. 





i '! 

|l 




MR. WALKER: It's not being offered to prove 

the underlyinq facts; it is being offered to prove what 
Mr. Segal was aware of and what he had In his head. 

THE COURT: It seems to me if it is not to prove 

the underlying facts I would exclude it. 

(Luncheon recess.) 
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AFTERNOON SESSION 


2:20 P.M. 


(Jury not present.) 


•n. WALKER: Your Honor, before the jury cones 


m, I have the government's requests of charge. I know 


hat your Honor is not interested in the so-called boiler¬ 


plate requests. Unfortunately, these are included here 


as rorruests 1 through 9. 


However, I wot .Id ask your Honor to charge speci¬ 


fically the charge on accomplice testimony, 


THE COURT: Well, obviously. 


MP * WALKER: That is included here. And specifi- 


fically draw your Honor's attention to request 10 which 


is the purpose of the securities act charge. 


MR. DOYLE: Judge, i have spoken to cc^counsel 


and i understand that counsel for Mr. Zuber have been 


able to pare down their requests substantially, 


THE COURT: As I understand it, you asked me 


to rule on 1, 2 and 3, is that it? 


MR. KIRSCHNER: Yes, your Honor, those are the 


ones; 1, 2 and 3. However, of course, we still reserve 


any objections to not giving the others, but those are the 


primary ones we are concerned v.’ihh. 


rilL ' Car ^ T: v ° u hnve objections as to the othe: 


it 




.3 

4 
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6 


10 ,i 

11 II 
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13 

14 

15 

16 
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I have i:o rule on it. Either you put it to me or you don't. 

You don't need to decide that now. We will talk 
about that at 4:30. Let's keep this show on the road, if we 
can. 

MR. WALKER: Your Honor, I have withdrawn my 
apolication which was made before lunch. 

THi: CCXJRT: When you checked the record you found 
out that Hr. Doyle was correct, didn't you? 

MR. WALKER: Your Honor, I misunderstood his 
ouestion, and I did. 

Nov/, I wish to simply ask this witness Karfunkel 
one more ouestion on redirect concerning a possible 
misunderstanding that may have arisen concerning directed 
trades, your Honor. 

THE COURT: What's the question? 

MR. WALKER: Mr. Doyle brought out on cross- 
examination that both were negotiated, a directed trade 1 
and a market trade, and I believe that the jury may be 
confused as to the difference between — 

THE CCXJRT: I don't think so. I don't think that 
is necessary on redirect. 

Call your next witness. 

MR. WALKER: Very well. If your Honor precludes me 
from that, I have no need for Mr. Karfunkel. My next 
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10 } ! 


13 i! 


16 11 


19 I 1 


22 


23 ' 


witness is the investigator, and also, I would like to 
read the one set of admissions that has been agreed on. 

HIE COURT: All right. 

(Jury present.) 

j'i. WALKER: Your Honor, at this time the governmeni 
pronoses to read certain testimony given by Mr. Se ''al before! 
the SEC, the Securities and Exchange Commission, on Mav 6, 
1970. 

This is on page 13. ’ 

"A Acton asked me — I don't know whether they 
came into New York — I don't remember whether they came 
into New York or on my next trip out west that I met them 
again. 


They asked me if I would trade the stock — or, 
you know, get a broker to go in and trade this stock. 

They told me they would give me — I don't know 
the exact amount. I was under the impression that it 
was about 68,000 shar s. 

It might have been more as of record, but I had 
to return some stock to some people. 

There was a gentleman by the name of William Morgart, 
whom I talked to on the phone. 

I asked him about the whole position of the stock 


that's outstanding. 


He told me there was supposed to be 
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1 

2 

500,000 sharos of free trading stock of which about 150 




3 

or 200 thousand shares is lost, stockholders are holding 



r 

4 

about 100,000 shares throughout the country, 

{ 




5 

"He also told me that he and a group of people 





who had invested at the rate of $2,50 a share was holding 




7 

77,500 shares and they invested $2.50 a share for that stock 

I- 



8 

"Q Now, who was this? 




9 ' 

i 

"A He had a group of investors like Bill Morgan, 




10 

who is one, and several others. I don't know the names , 

j 




11 

of the people. They invested —— they paid Mr. Acton and 




12 

i 

‘•*r. Clegg $2.50 a share for the stock. 



I 

13 

"Q I see. 




14 

1 

"A And that he had 77,500 shares." 




15 

Turning to another portion of the testimony: 




16 

"0 Did Karen discuss with you on the phone the 




17 

fact that they were going to start trading the stock? 




18 , 

1 

"A They didn't discuss it with me. I spoke to Mr. ' 




19 ! 

•Schiffman and Mr. Schiffman told me that they decided • 




20 

' 

they would go along with the stock. 




21 

"Q Did you discuss with Mr. S .hiffman what price you 




22 | 

would like the stock be traded at? 




23 | 

"A Well, it was a very hot market at the time. 




24 

1 

I didn't discuss what price or anything like that. But 



l 

25 , 

i 

every stock ’./as high, and the market was groat. It opened j 
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up at 5-6. I wasn't oven in town. I was away for about 
ton days at the time. When it opened up I wasn't even here. 

"0 How about the Karen Company deciding on 5-6 price? 
I moan, they had really nothing to base it on except, well, 
Mr. Schiffman or somebody telling them — they had to decide 
on the 5-6 price somehow. 

"How was this 5-6 price determined? 

"A There was ?. possibility that Francine Zahl 


10 ' 


offered $5 for the stock. There is a very strong possibility!. 


12 ! ! 


"0 Well, why would she offer $5 for the stock? 

"A Well, she wanted to see what she could pick up 


at $5, the amount of shares. 


I don't know this to be a fact. It's way back 




and I don't remember it." 


Then discussion off the record. Then it returns. 
V. T hile we were off the record, Mr. Segal explained 


to us on how the possibility of the 5-6 original bid and 


asked price was placed by Karen & Company. 

"Q At this time, Mr. Segal, would you please just 


review for us what We discussed off the record? 


Right. 


They said — 

'They' meaning whom? 


Burney Act'"i and Mr. Clegg, 
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"0 All right. 

3 

"A They told me they had people that invested 

1 

; 4 

in this stock at $2.50 and $3 and they have been holding it 


5 

for ouite a while and they would like it to trade at $5_ 


6 

you know, open at $5 or better, otherwise they might have 


'■ 7 

a great deal of trouble with the people that — well, that 


* 

is what they promised the people that were holding the stock 

• 

9 

”0 Now, at any time did you ask Mrs. Zahl to call 


10 

• 

up Karen & Company and to bid 5-6 or to bid $6 or $5? 


11 

"A I doubt that very much. I don't think so, but you 


12 

can ask Mrs. Zahl. 


13 

I r. Segal, at this time will you please summarize 


14 

1 

what we have concluded must have happened? 


15 

"A Yes. 


16 

I 

I was out of town at the time, but I am pretty 


1 7 
i i 

certain that I instructed Franoine Zahl to sell at either 


18 

$5.50 or $6 figure. • 


19 

0 The stock was originally in the name of a Bernard 

* 

20 i 

Van Der Steen. 


21 i 
| 

Does that name sound familiar? 


1 

22 

■ 

"A Yes. 


23 

"0 V/ho was he? 


21 

A He was a large stockholder in the company. 


25 | 

1 

1 

Was he a liv<- when this transfer was made? 

1 



V 
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Oh, yes. I wired him ?1,000 for Burney Acton.” 


That is the extent of the testimony, 


The government calls Joe Kelly to the stand, 


JOSEPH A. KELLY, called as a v/itness by the 


government, having been first duly sworn, testified 


as follows: 


DIRECT EXAMINATION 


BY MR. WALICER: 


Mr. Kelly, how are you employed? 


A I am employed as an investigator for the Securities 


and Exchange Commission, 


Q How long have you been with the Commission? 


16 years. 


And what office do you work out of, sir? 


A New York regional office. 


Q Now, Mr. Kelly, have you participated in preparing 


jobs and summaries of documents in connection with this trial? 


I have. 


Q And have you worked with another investigator 


in this task? 


Yes, I have. 


0 And is that investigator's name Jack Steiner? 


A That's correct, 


**• 
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Now, sir, specifically did you prepare a chart, 
a series of charts or summaries from certain documents which 
were subpoenaed in connection with a bank, with Western 
bank payments? 

A Yes, I did. 

0 I show you Government Exhibit 151A for identi¬ 
fication and ask you if you can identify this chart? 

A Yes, I can. 

Q Can you see it from there? , 

A Yes. 

Q And is this chart, sir, a chart which is headed 
Proceeds of Sale of 5,000 Pioneer name of Scardino at 
Hornblower Weeks to Scardino, NcKibbon, Acton and others? . j 

A Yes, it is. 

0 Now, sir, how was this chart prepared? How did 

you prepare this chart? 

I 

A The chart was prepared from, starting with 

the statements of Hornblower & Weeks, the customers' \ . 
statements, and from there on showing all the payments 
made frem the account. It also is made from copies of checkn 
issued to the various individuals and deposits made in banks 
and to accounts, wires and so forth. 

0 And, sir, is it your vinderstanding that all 
of these document:' hr ’*» been received in evidence at this 
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2 ji trial? 

I 

3 A Yes, it is. 

! 

4 O Specifically, sir, of the 36,000 — 

I; 

5 i: MR. WALKER: I offer the chart. 

6 | MR. PAPE: Your Honor, v/e have no objection to 

7 this chart or the other charts if they are the charts we 

i I 

were shown this morning, and we have no objection to any 

t! 

a I 

of the charts. 

10 I think they speak for themselves. 

’ 

11 MR. KIRSCHNER: Your Honor, I might indicate we 

1~ didn't see any charts when we were here this morning. 

j| ** 

13 MR. WALKER: I'm sorry, I thought I had made 

them available to all counsel. They had been here. 

15 MR. KIRSCHNER : I wasn't aware of that. 

MR. NEWMAN: I wasn't told either, vour Honor. 

I was here before 10 o'clock. 

!| 

18 |j THE COURT: Well, look at the chart. Look at thi i 

| 

10 one and see if you have any objection. I don't know why \ . 

20 there seems to be such a breakdown in communications here 

1 * 

21 all the time. 

9 2 ; 

(Pause) 

1 MR. NEWMAN: I have no objection. 


25 I 1 


MR. DOYLE: No objection. 

MR. GR T? ENB r ' T '0: No objection. 
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;'.R. KIRSCHTTEP; No objection* 

THE COURT; All right, received. 

(Government's Exhibit 151-A received in evidence.) 
’HIE COURT: I take it you have a smaller one 
that you can substitute into the record? 

MR. WALKER: Your Honor, one will be prepared 


8 

I 

!j 

for that purpose. 


9 

i; 

! 

THE COURT: All right. 


10 

i 

Sir, i show you Government Exhibit 

151-B for 

11 

| 

1' 

identification, another chart, and, sir, did 

you prepare 

12 


this chart? 


13 

1 

ij 

MR. PARE: Your Honor, there will be 

no objection 

14 

i! 

1 

from this defendant as to ccmpetency. We can 

save time. 

15 


MR. GREENBERG: There might be no objection if 

16 

i 

we can just look at them. 


17 

i 

ii 
• 

i 

THE COURT: Show them all to counsel 

before you 

18 

• 

show them to the jury. 

1 

19 


MR. WALWDR; Very well. 

i 

20 


(Pause.) 


21 

• i 

i 

MR. KIRSCHHER: We have no objection 

to these two. 

22 

l 

your Honor. 


23 

l! 

jl 

TOE COURT: Look at them all and see 

if you have 

21 

|( 

11 

ii 

any objection to any of them. 


25 


(Pause) 
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.'•T'.. DOYLE: Your Honor, nay I ask Mr. Kelly a 

40 

question on the voir dire with respect to one of the 

charts? 


THE COURT: Yes 


VOIR DIRE EXAMINATION 


BY MR. DOYLE : 


11 jl 

12 !l 




15 *i 


16 I! 


0 Mr. Kelly, directing your attention to Govern¬ 
ment's Exhibit 146 for identification, which has the heading 
Specified Pioneer Sales Proceeds, is it not a fact, Mr. 

^®1— y* that this chart docs not represent all of the trans¬ 
actions in Pioneer Development Corporation, either pur¬ 
chaser. or sales of Mr. Segal, but is only a selected 
sample of certain sales? is that a fair statement? 

A That would be all the sales we had records of 
through Or vis. Bros., Karen & Company. 

It doesn't reflect any other purchases whatsoever, 1 
does it, sir? ■ 

A It does if they were in there. 

Q But it doesn't purport to represent purchases 
made elsewhere? 


Or sales? 


A That's correct. 


MR. DOYLE: ^har-K you. 
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MR. GREENBKRG: Your Honor, I think there is no 


objection if we can have a representation that each of 
the charts were prepared from exhibits received in evidence.' 
MR. WALKER: Yes. 

THE COURT: You so represent? 

MR. WALKER: Yes. 

MR. NEWMAN: I have no objection. 

MR. DOYLE: No objection, your Honor. 

MR. KTRSCHNER: No objection. 

TIIE COURT: All right, received. 

(Government's Exhibits 15lB, 151c, 146 and 147 
received in evidence.) 
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BY MR. WALKER: 

Q Mr. Kelly, with regard to this particular chart, 

Government's Exhibit 151-A, does this trace the proceeds 
o£ a check for $36,459.53 which was issued by Hornblower & 
Weeks on November 10, 1969, in respect of rthe sale of 
5000 shares of Pioneer in the name of Anthony Scardino? 

MR. DOYLE: I have an objection to this, because 
the charts are self-explanatory. I think we are going to 

waste an awful lot of time. 

THE COURT: I would think the witness can 


explain it. 

Can you all see th chart? 

THE WITNESS: I can't read it completely from 


i 

I 




here. 

THE COURT: Just a moment, Mr. Kelly. Put the 
easel where everyone can see it. 

You have got a copy. Explain to the jury what 

I 

is shown on the chart. 

Can you all see it now? • • 

(Some jurors reply in the negative.) 

THE COURT: Mr. Walker has copies. 

MR. DOYLE: We would like copies, also. 

MR. WALKER: I have certain copies here. 


THE COURT: Give them to the jurors. 




I 
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, j If you, Mr. Doyle, wish to, you can come over 

3 | here where you can see it. 

A j MR. DOYLE: Thank you, your Honor. 

5 1 MR. WALKER: Rome of these copies, your Honor, 

6 have exhibit numbers on them. Is there any objection. 

7 T PE COURT: I will rule on the objections. 

3 i Go ahead. 

9 (Copies given to the jury.) 

IQ BY MR* WALKER: ^ 

„ 0 can you tell us, sir, what this chart depicts? 

12 I' A This traces the funds of $36,459.53 paid by 

13 ji Hornblower s weeks to George T. Parris. It traces 

14 ‘ the American National Bank of Denver. Then $32,350 to 

15 the account of Richard E. McKibbon, a cashier's check, in 

,3 the amount of $32,350; then S3650 goes to the Union Bank 

17 i| of Tucson, account of George rarris, which was a transmitt,1 
,» Of funds, and George Parris and Richard McKibbon received 

19 j! cash of §459.53. , 

M Now, from the $32,350, cashier's check of 


22 i 


Richard McKibbon, there was deposited in the Valley Bank of 
Nevada $32,350, and that broke down into a check, a cashier' 
check issued to Bob Clayton in the amount of 2,500, a 
cashier's check to Tony scardirofor $4000, a cashier's 
chock to Sam D. Parno for $2,750, and a cashier's check 


( 
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$13,000 to Burney Atkin, which really should be Acton. 

It was misspelled on the original check. 

Q What is the amount of that check? 

A I don't have it any further than that, down to 

$13,000, a cashier's check, to Burney Acton, and now out of 
the cash, $459.53 a cashier's check was issued to Tony 
Scardino in the amount of $450. 

Q Now, sir, turnina to the far left part of the 

chart -- and I'm not sure that it is on your copy, it's 
off the edge -- does that chart reflect a payment from the 
First National Bank of Nevada to Crocker Citizen's National 
Bank, account A. C. Enterprises of $10,000 on November 13, 
1969? 

I show you this chart, sir. 

A It does not show on this one here. 

0 No, but it is on this one right here? 

A Yes, it is a continuation which did not take 

i 

on my copy. 

THE COUR: You explain it, whether it is on 
your copy or on the chart? 

THE WITNESS: May I step down, your Honor, 

and read it? 

THE COURT: Yes. 


25 


0 


Will you stand to one side so the jury can see. 
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Stand over here. 


A This $10,000, from this $10,000 a wire transfer 

took place to the Crocker National Bank for the account of 
A. C. Enterprises. 

0 In the amount of $10,000? 

A $10,000. 

Q Mr. Kelly, do you have any copies of Govern¬ 

ment's Exhibit 151-B, the proceeds of the sale of the 

6000 shares? 


What is the amount of money involved? 
The first check is $30,441? 

Yes, I have. 


And the second one is $16,347? 


Yes. 


MR. GREENBERG: May we have copies? 

MR. PAPE: Is this one 151-B, your Honor? 


MR. WALKER: Yes. 


THE COURT: I can't see it. 


MR. WALKER: Would your Honor like a copy of 


the exhibit? 


THE COURT: Thank you. 

Mr. Kelly, with reference to chart 151-B in 


25 


evidence, would you please explain this chart denominated 
Proceeds of Sale of 6000 Pioneer name of Scardino, at 
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,7 


19 i 


Hornblower, Weeks to Scardino-McKibbon? 

A Hornblower & Weeks issued a check fro $30,441 
to Tonv Scardino. It, in turn, went to the American 


National Bank. 


From that a cashier's check was issued 


to McKibbon in the amount of $15,441; a cashier's check 
was issued to Tony Scardino in the amount of $5000; 

$10,000 was wired to the Crocker Zitizens National Bank, 
account of A. C. Enterprises. 

From the $15,441 that went to McKibbon origin- 

J 

ally, $13,850 was deposited in the Valley Bank of Nevada 
for the account of Richard McKibbon, and Richard McKibbon 
received cash of $1591. 

•» 

The other one for $16,347.25 was issued by 
Hornblower & Weeks to Tony Scardino. It went to the First 

National Bank of Nevada. From that $14,000 was wired 

to the Crocker Citizens National Bank, account of A. C. 
Enterprises, and $1000 went to the Fidelity Bank & Trust ( 
to the account of Tony Scardino. 

Q Mr. Kelly, I show you Government's Exhibit 151-C 

in evidence and ask you, first of all, if you have copies 
of that for the jurors? 


q Mr. Kelly, I show you now 151-C, which is 
entitled Part of Proceeds of sale of 13,900 Pioner name of 






T 


4 ' 


* 
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McKibbon at Hornblower s. Weeks to Scardino and McKibbon. 

I ask you to tell us what that chart states? 

A Hornblower & Weeks issued a check for $79,150 


to Richard McKibbon on 12-16-69. 


National Bank of Denver, Colorado. 


That went to the America! 


From there it went to 


Richard McKibbon, cashier's check, in the amount cf $53,000, 
and a wire of funds to the First National Bank, Reno, for 
the account of Richard McKibbon in the amount of $20,000, 
and a wire of funds for $500C, Fidelity Bank & Trust, 

1 

Houston, Texas, account of Anthony Scardino. 

The $53,000 cashier's check was deposited in 
the First National Bank of Nevada. 

•i 

Q Mr. Kelly, I show you Government's Exhibit 150-A 
for identification and 150-B for identification and ask 


you if you can identify these documents? 


for identification? 


What is 150-A 


18 A 150-A is a graph chart showing a price low 

19 bid and high offer that appeared in the so-called pink 

20 sheets for Pioneer Development from October 29, 1969, up to 

21 and includincr February 25, 1970. 

j. 

22 0 Sir, how was this chart prepared? 

t 1 

,1 

23 i| A The chart was prepared from the pink sheets, 

24 jj published by the National Daily Quotation Service. 


Did you prepare that chart? 


t. 
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A I did. 

0 I show you Government's Exhibit 150-B for 

identification and ask you if you can identify that? 

A Yes, I can. 

Q What is it? 

A That is a chart showina a daily bid and asked 

broken down as to the various brokers that appeared in the 
pink sheets on those days, for the period October 29 through 
December 31, 1969. 

Q Have you checked those figures against the 

actual pink sheets? 

A I have? 

Q Did you find them to be the same? 

A I found them correct. 

MR. WALKER: I offer these two documents. 


17 

18 

19 

20 
21 
22 
23 
2-1 


25 j| 

.11 


VOIR DIRE EXAMINATION 
BY MR. DOYLE: 

0 Do you have the pink sheets in court with you 

today? 

A No. 

0 Are they in the Court House? 

A No. 

q Where did you look at them? 

A Down at the offices of the National Daily 


.*■' .i 
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Quotation Service. 


•3 jj q And when did you do tha^, s ir? 

4 1 A Approximate two weeks aoo, three weeks ago. 

;! 

5 MR. DOYLE: Thank you. 

i 1 

6 No objection. 

it 

7 (Government's Exhibits 150-A and 150-B were 

li 

received in evidence.) 

. 

9 ,| MR. WALKER: I have no further questions of 

I 

lft I 

19 this witness. 

11 I would like to call another witness, the man 

12 who worked with this gentleman for the purpose of offering 

ji 

1,9 the other charts. 

1/1 THE COURT: Any cross-examination? 

il 

15 MR. DOYLE: No, your Honor. * 

16 j! MR. PAPE: I do, your Honor. 

17 |j CROSS EXAMINATION 

l fi | BY MR. PAPE: , 

19 i 0 Is it Mr. Kelly? 

\ 

20 S A Right. 

21 ! Q On Government's Exhibit 151-B it shows one 

22 check of $16,347.25 going to Tony Scardino. Under the 

I 

23 !; words Tony Scardino are the words McKibbon power. 

24 Do you know what that means? 

25 A Yes, Mr. McKibbon signed Mr. Scardino's name 
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and under it wrote "power of attorney." 

0 Do you know where that was done? 

A I do not know where it was done. 

q Are you familiar with the reputation of the 

brokerage firm Hornblower & Weeks? 

A Oh, yes. 

Q What is that reputation? 

A It always was the best as far as I am concerned. 

Q The bext? 

A That is right. 

Q During the course of your investiaation for the 

SEC have you come to inow Rielard McKibbon? 


A No. 


0 So you know where we can find Richard McKibbon? 

A No, I do not. 

MR. PAPE: No further questions. 

MR. WALKER: You are excused, Mr. Kelly. 

I 

(Witness excused.) 


20 


21 


!! 
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JOHN 


STEINERT , called as a witness 


01 behalf of the Government, being first duly sworn, 
testified as follows: 


DIRECT EXAMINATION 


BY MR. WALKER: 


How are you employed? 


I am an investiaator for the Securities and 


Exchanae Commission. 


And, sir, how long have you been with the SEC? 


M i> 

II 


15 ;i 


i9 • 


A 15 years. 

0 Sir, did you participate with Mr. Joe Kelly in 

preparing certain charts and summaries in connection with 
this case? 

A Yes, I did. 

Q Specifically, sir, did ou prepare a chart in 

connection with certain deposits of moneys at the Republic 
National Bank and certain checks that had been issued by 

I 

Orvis Brothers and Karen fi> Company? 

A Yes. 

0 I am referring specifically to Government's 

Exhibit 146 in evidence, which is entitled Specified Pioneer 

Sales Proceeds? 

A Yes. 

Q Now, sir, do you have any copies of this chart 
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available at this time? 

A No, I don't, sir. 

Q Let me move this up a little closer to the jury. 

First of all, tell us how vou prepared the 

charts? 

A Yes. We took the Orvis Brothers statement 

for the Alan Segal account; we took the Orvis Brothers 
statement for the Francine Zahl account; and we took the 
Karen & Company statement for the Francine Zahl account 
and we listed the checks that were paid out of those 
accounts under the columns as they are headed. Then we 
took the — 

0 Let me stop you there, sir. 

Are these documents all in evidence to tbe best 
of your knowledge? 

A The accounts are in evidence, yes, sir. 

0 Then what did you do? i 

A Then we took the Republic National Bank account 

for Bona Fide Productions and the various deposit slips. 

Then we took the Republic National Bank account 
of Alan Segal and the various deposit slips; the third 
column, the other disposition, was money* that we could not 
find going into either one of those two account and they 
are designated next to the top columns. One is the 






9 was a check for $14,724, and on or about thatday there was 

10 $12,724 deposited in the Republic National Bank to the 

11 account of Bona Fide, and the other $2000 went in the 

12 other disposition account of Francine Zahl. 

13 q How much money was issued by checks on these 

14 various accounts, according to your chart 0 

15 j A $335,426.59. 

16 Q Is this total figure of $335,426 accounted for - 

17 in the various boxes contained beneath that? 

18 | A Yes. i 


19 i 0 $335,426.59? 

20 ij A Yes. 

2 1 q Was this chart prepared from documents which 

22 you understood to have been received in evidence at this 

23 j trial? 

i 

24 , A Yes. 

25 Q Mr. Steinert, I show you Government's Exhibit 

1 


/ 
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147 in evidence, which is entitled To Specified Transfers 
of Pioneer Stock, Nevada Agency & Trust, October and 


November, 1969? 


Yes, sir. 


And I ask you, sir, first of all, from documents 


was this chart prepared? 


This was prepared from the transfer records of 


the Nevada Agency & Trust Company. 


22 l| 
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In addition to that, your Honor, we will also 
offer the testimony of the co-defendant Finkelstein. 

Mr. Finkelstein has indicated through his lawyer that he is 


5 

6 

7 

8 

9 

10 |j 

11 
12 
13 


not going to testify in the trial, but that he would 
testify if there was a severance granted. He is crucial; 
he is the link between Mr. Zuber and Mr. Gardner and 
Mr. Segal. 

The testimony indicated that Mr. Gardner called 
Mr. Finkelstein and then Mr. Finkelstein apparently got 
in touch with Mr. Zuber, that when he got in touch with 
Zuber he stated to Mr. Zuber the following, that he had 
received a call from Gardner and that Gardner wanted him, 


14 


Finkelstein, to collect some money from some people in 


15 

16 


17 




19 I! 

20 I 


21 

22 


23 ' 


24 

25 


11 

!, 

h 

i 

! 

i! 


Reno. That was all that was discussed, and that is what 
he told Mr. Zuber, that they were going to this meeting in 
Reno to collect some money. In addition to that, he 
would testify that he had conversations with Mr. Zuber 
about the mine and that he specifically told Mr. Zuber 
that the mine was very valuable, a valuable site, and he 
related to Mr. Zuber the information concernino the assay 
reports and all the favorable information concerninn the 
mine. 

In addition he would also testify that at that 
Reno meeting there '..v re no threats and he would testify 
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9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 


ms 

that Mr. McKibbon was being very evasive when Mr. Zuber 
asked him where the money was and what happened, that there 
were no guns. That would be his testimony with respect 
to that. 

He had also indicated that he told Mr. Zuber 
that this stock did not have to be registered, that it was 
exempt under the grandfather clause. That would be his 

testimony, your Honor, and on that basis we move for a 

severance for Mr. Zuber. 

THE COURT: Make your motion for the judgment 
of acquittal. I will reserve on that motion for the 

tire being. 

MR. KIRSCHNER: With rdspect to the motion for 

judgment of acauittal, your Honor — let me save the 
conspiracy for last -- 

THE COURT: 1 think your motion is premature 
which you just made. But go ahead. 

MR. KIRSCHNER: With respect to Count 17 through 
20, Counts 17, 18, 19, 20, 21, 22, 23 are alleged to have 
occurred at a time prior to Zuber ever entering the picture. 
He came into the situation about December 25, according to 
the testimony. 

Those counts allege dates prior to his coming 
into the picture, and the most recent date is November 11, 


l 
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i 

3 THE COURT: What do you say, Mr. Walker? 

4 ' MR. WALKER: Which counts? 

3 !l MR. KIRSCHNER: 17 through 23. 

ij 

MR. WALKER: Your Honor, 17 throuqh 23, although 

ji 

7 j; they occurred prior to Mr. Zuber's entry into the con- 

j 

spiracy and scheme,are attributable to Mr. Zuber once he 

0 * 
joins the scheme. * 

10 THE COURT: Yes, Pinkerton. • 

■ 

11 ; MR. WALKER: Yes. Once he joins the conspiracy 

12 ' all prior and future acts or crimes become attributable to 

13 the person who joins the conspiracy. 


15 


25 


conspiracy. 


MR. GREENBERG: We're not talkinc about the 


THE COURT: We're talking about substantive 


crimes committed pursuant to the conspiracy. What about 


that? 


spiracy? 


He is liable if he is a member of the con- 


MR. KIRSCHNER: It is my understanding he 


adopts the overt acts that have occurred during the course 
of the conspiracy, but not the substantive crimes. 

THE COURT: Do you have a case? 

MR. KIRSCHNER: I don't have it at my finger- 


O 


P 
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tips, but I will have one. I recall readina cases to 
that effect. 

Pinkerton refers to acts committed subsequent 
to, and not prior to. 

THE COURT: I wouldn't think so. I am almost 
certain that once you join a conspiracy you are bound by 
all of the acts of the co-conspirators committed any time 
in furtherance of the conspiracy, even though they were 
committed before one joined, and that would refer to the 
substantive crimes. I am willing to be convinced. 

MR. KIRSCHNFR: I make that motion also as to 

Counts 24, 25 — 26 and 27 are out -- so I make that motion 

with respect to Count 28 also, nothing to link this defend¬ 
ant with Mr. Robert Meyer, and also Count 29. 

MR. WALKER: Your Honor, 28 is a count dated 
December 31, 1969, which follows the Reno meeting. 

Count 29 deals with the stock that was sold to 
Allen Grant specifically by Mr. Zuber. 

MR. KIRSCHNFR: I will treat that during the 
argument on Count 1. 

THE COURT: I will deny it. 

MR. KIRSCHNER: I also make a motion for judg¬ 
ment of acquittal on Counts 30 — 31 is out -- 32, 33, 34 -- 
35 and 36 are out — I make it as to 37 -- 30 is out -- 39, 
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40, 41 -- 42 is out — 43, 44, 45, on the same grounds as 
the previous motions with respect to those counts that 
occurred prior to Mr. Zuber's joining the alleged con- 

spiracy. 

TIIE COURT: Denied. 

MR. KIRSCI1NFR: With respect to the conspiracy 
count, your Honor, we move for a judgment of acquittal on 
the ground that there has not been any independent evi¬ 
dence of this man's acts and declarations which would 
demonstrate that he knowinglv joined the conspiracy with 
knowledge of its purpose, and that knowledne he must have 
had at the Reno meeting was that he knew why Mr. Scnal did 
not want those shares sold. He had to have known that 
Mr. Segal did not want the shares sold because those shares 
being sold on the West Coast hurt the market, were affect¬ 
ing the price of the stock on the East Coast. 

There has been no evidence to that effect 

at all. 

THE COURT: Denied. 

MR. KIRSCHNER: May we make other motions after? 
THE COURT; No, make your motions now. 

MR. KIRSCHNER: I would move to strike all the 
testimony in the case concerning people obscrvina a gun 
on Zuber on the grounds, one, it is highly prejudicial,and, 
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two, that that evidence was not offered in furtherance of 
this particular conspiracy. 

Each of the witnesses testified that they were 
not threatened by the gun; the oun was not displayed, and 
that the people that sav; the gun were Mr. Acton and Mr. 

Clegg. 

The meeting occurred with Mr. McKibbon and 
Mr. Scardino, and there was no gun there. We submit to 
the Court that the evidence of the gun does not go to show 
that there were threats of force and violence used to 
retrieve the stock. 

THE COURT: r '?nied. 

MR. KIRSCHNER: In addition to that, we move 

to strike the allegation in the indictment contained in 
Paragraph 4, that at all relevant times the defendants 
Finkelstein, Levine, Segal and Zuber were not regularly 
employed. There has been absolutely no evidence to 

that effect in this case whatsoever. 

MR. WALKER: Your Honor, may I be heard as to 
that? As far as that is concerned, it is in the 

introductory portion of the indictment, which is incorporat¬ 
ed by reference into the various counts. It becomes part 
of the various counts because there is a description of 
Pioneer Development and then the various roles or non- 
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roles of the individuals involved. The Government submits 

that the proof has fully substantiated this, that there 
is no evidence that Zuber was r<gularly emnloved. There 
is evidence to the effect that he was not recularly employed 
by virtue of his conduct in this case. 

THE COURT: There is sufficient circumstantial 

evidence. 

Denied. 

MR. DOYLE: Your Donor, I overlooked ore motioni 
It is a motion to dismiss Count 1 because of a material 
variance in the indictment, in that it recites a single 
conspiracy, whereas the proof shows two conspiracies, one, 
takino the Government's case, between Michael Clegg and 
Burney Acton to sell shares with a promise not sell any on 
their own, and, secondly, an entirely different conspiracy 
between Clegg, Acton, Scardino, Zuber and McKibbon. 

We submit the proof establishes two entirely 
separate conspiracies, whereas the indictment charges one 
conspiracy. 

MR. KIRSCHNER: All co-defendants have joined 
in that motion, your Honor. 

THE COURT: Yes. 

MR. KIRSCHNER: We have one offer of prooi that 
we would like to make with regard to the polygraph evi- 
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dence, and we would like to do that as opposed to getting 
the jury in here first. 

Can we make that offer now? 

THE COURT: Yes. 

MR. KIRSCHNER: At this time we reauest to 
introduce results of a polygraph examination that was taken 
of Mr. Zuber, and I would like to make an offer of proof 
now. 

THE COURT: You made this motion before trial. 

Do you have anything further to say that you 
didn't say then? 

MR. KIRSCHNER: Your Honor, I did not — 

THE COURT: It is all part of the record. 

I ruled on it and denied it. 

MR. KIRSCHNER: May I make an offer of proof? 

THE COURT: Wasn't your offer of proof within 

your motion? 

MR. KIRSCHNER: No. 

THE COURT: I understood it was. 

MR. KIRSCHNER: We didn't indicate what the 
specific questions were and the specific answers. This 
is a very short list that I would like to read into the 
record. 


THE COURT: Why don't you put it into the record 
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and save time. We will take it as your exhibit. 

MR. KIRSCIINER: At this time we offer a polv- 
graDh examination of Mr. Zuber, results of a polygraph 
examination of Mr. Zuber dated November 9, 1974, as 
Defendant Zuber's A for identification. 

MR. WALKER: We object to it on the grounds 

stated in the pretrial motions. 

THE COURT: Yes. Offer it siigoly to make 


yoru record, 


:. WALKER. It will remain as a number for 


identification? 


TIIR COURT: Yes. 


I preclude showing that to 


the jury, however, 


Do you understand? 

(Defendant Zube r ' s Exhibit A was marked for 
identification.) 

MR. NEWMAN: Your Honor, I move to dismiss the 
indictment on the ground as far as the conspiracy charge is 
concerned that there is insufficient evidence. I make the 

same motion on the substantive counts as to the insufficiencj 

| 

of the evidence. 

I also move, as did the defendant Zuber, on 
similar grounds for a severance for the defendant 


Finkelstein on the ground that the defendant Zuber if he 
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were permitted to 
exculpatory nature 
trial. 


testify would also testify to facts of an 
and he is not going to testify at this 


THE COURT: I deny your motion as to the sever¬ 
ance point and also on the other point. 

Let me hear how you hold Mr. Levine in the 


8 1 
j 

case? 

9 

MR WALKER: Does Mr. Scardino have any motions? 

10 

MR. PAPE: We follow Mr. Levine. 

11 1 

THE COURT: I would like to hear from you. 

12 

MR. PAPE: On behalf of the defendant Anthony 

13 

Scardino we move for a judcment of acquittal on Count 1 of 

14 

the indictment on the grounds there is insufficient evidence 

15 

that Mr. Scardino knew of any scheme or that he participated 

16 

in any scheme. As a matter of fact, from the Govern¬ 

17 

ment's case it appears that Mr. Scardino*s actions were at 

18 

cross purposes of any conspiracy in this case, and for that 

19 

reason we move for a judcment of acquittal on Count 1. 

20 

THE COURT: Denied. 

21 

| 

MR. PAPE: We also move for a judgment of 

22 

acquittal on Count 1 for the reason that the Government's 

23 

evidence does show a material variance with the allegations 

21 

of the indictment. 1 would argue that the Government's 

25 

evidence shows not one, not two, but more conspiracies, all 
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of which Mr. Scardino had nothing to do with, such as 
stock manipulation. 

There was a western conspiracy in which shares 
were sold at cross purposes with the Eastern conspiracy. 
There was a third conspiracy to collect money. 

THE COURT: Denied. 

MR. PAPE: On Count 4 the defendant Scardino 
moves for a judgment of acquittal on the grounds that the 
Government offered insufficient evidence that the defendant 

had any knowledge that no registration statement had been 
filed or that one was reauired. 


THE COURT: Denied, 


MR. PAPE: We offer the same motion, for a 
judgment of acquittal on Counts 11, 12, 13, 14 and 16 on 
the grounds that there is insufficient evidence that the 
defendant had any knowledge that no registration statement 
had been filed or that one was required. 

THE COURT: Denied. 

MR. PAPE: We move for a judgment of acquittal 
on the remaining counts of Counts 30 through 46 on the 
grounds that there is insufficient evidence that this 
defendant Scardino had any knowledge of a scheme or 
participated in any fraud or misrepresentation. 

THE COURT: Denied. 


r r 
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O 

MR. PAPE: Wc would also offer a motion for a 


3 

dismissal of the complete indictment due to the inordinate 


j 4 

delay in bringing the case to trial. I would first call 


5 

to your Honor’s attention the general prejudice that nv 


6 

1 

client and the other defendants have suffered because of 


7 

the delay. 


8 1 

THE COURT: You are talking about pre-indictment 


9 

1 

• 

delay. 


10 

MR. PAPE: Yes. 


11 

i 

THE COURT: I don’t think anyone can say there 


12 

was delay in bringing it to trial or trying it? 


!3 

MR. PAPE: No. There was a great deal of 


14 

oeneral prejudice that stems from the fact that much of 


15 

the Government's evidence comes from the testimony of co¬ 


16 

conspirators or non-co-conspirators who had in fact bought 

1 


17 

and sold this unregistered stock. These people testified 


' 

18 

I 

before arand juries here in the Southern District of New 


19 

York anywhere from three and a half to four and a half 


20 

years after the events had taken place. Thev knew 


21 

I 

that thev themselves could be indicted in these cases. 


22 

* 

I think that coupled with the excessive leading nature 


23 i 0 f a i] the testimo ny in the grand jury would indicate 

J 


24 i 

that these people testified not as to objective inde¬ 


25 

! 

pendent recol lecticr. of what happened, but the orand jurv 

i 

1 

i 

, : 
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testimony speaks for itself page after page of "Yes, sir," 


3 "Yes, sir, "Yes, sir," in response to leading questions, and 

4 all they did was rubber stamp the Government's version of 

i 

5 this case. Then five years after the events took place, 

6 prior to their testifying here, these witnesses were given 

7 copies of their grand jury testimony to read, and I think 

8 that the extreme prejudice that comes from their testimony 

ii 

|i 

9 ji in this court becomes flavored and tainted by the leading 

10 j nature of the Government's version as thev derive it from 

| 

11 || reviewing the grand jury statements and is of extreme 

12 ! prejudice, that tnere was no true, ohjecive testimony from 

| 

I 

13 anv of the witnesses. 

I 

14 That is irv general prejudice, that derives from 

15 this unnecessary delay in procurino any indictment in this 

16 case, and on all those arounds I move for a dismissal of 


the indictment. 

THE COURT: Denied. That simply cones to an 
argument of what this jury might believe or not believe. 

MR. PAPE: I would also like to reserve my 


21 ; offer of proof an the specific prejudice that my own client, 

22 Mr. Scardino, has suffered because of fires and burglaries 

23 in his office within th.-> last year and a half. I think 

24 l! tomorrow I will have Houston police records to establish 

25 .1 that these burglaries and fires did take place, that the/ 
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were reported, and that this documentary evidence, which 
could be of an exculpatory nature, was lost. I would 
like to reserve my offer of that evidence. 

THE COURT: Well, of course, that would come up 
as part of your case. Here we are concerned with the 
Government's case. 

bo you have some further motions in that respect, 
with respect to the Government's case? I don't want to 
foreclose you from that. 

MR. PAPE: No, your Honor. 

THE COURT: All right. 

MR. PAPE: I assume you are denvinc: that motion? 

THE COURT: Well, there is no motion. You gob 

an offer of proof that you got to make that is pre-requisite 
to’your motion. 

MR. PAPE: May I reserve and make that motion 

at the end? 

THE COURT: You may reserve and make that motion 
at the appropriate time. 

MR. PAPE: I will finally move to sever Mr. 

Scardino from this trial because, as I mentioned, I think 
the Government's case has shown there was not one conspiracy, 
but at least two or three conspiracies. Mr. Scardino’s 

role according to the Government's evidence was at cross 
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purposes with that of the co-conspirators. I think he 

is unduly prejudiced by all the evidence that has come out 

concerning threats of violence, concerninc schemes to 

\ 

manipulate in the East, in which he never participated. 

is no evidence that he took part in any of that 01 
sanctioned it, and 1 think it is of extreme prejudice to 
hint. 

THE COURT: Denied. 

MR. WINOGRAD: Your Honor, the defendant Levine 

at this point in the trial moves for a judgment of acquittal 
with regard to all the counts in the. indictment against 

him. 

THE COURT: How would vou hold him in the 

conspiracy? 

MR. WALKER: Essentially, as the evidence came 

out at this trial in respect of one particular count, that 
changed dramatically the Government's view or the case 
against Mr. Levine. The testimony of Robert Mever before 

the grand jury was essentially that Mr. Levine was instru¬ 
mental, and, indeed, misleading in his statements concern¬ 
ing Pioneer Development Corporation. 

Mr. Meyer, when he testified at this trial did 
not rive the same testimony as he gave in the prand jury 
concern inn Mr. Levine. I talked to Mr. Mover about that 
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and he reflected very carefullv about it and reflected 
very carefully on his orand jury testimony, and gave the 
testimony that he gave in court. As a result, your 

Honor, it is the Government's position that while the evi¬ 
dence has shown that Mr. Levine sold 2000 shares of Pioneer 
Development Corporation -- 

MR. WINOGRAD: 200 sharei — 

MR. WALKER: — 200 shares of Pioneer Develop¬ 
ment Corporation and that while there were conversations 
with Mr. Gardner that Mr. Gardner testified to, ana that 
he was present when Mr. Legal was toutina Pioneer, while 
the Government believes there is evidence aaainst Mr. 

Levine, we do not believe, however, at this time that there 
is evidence from which a jurv could conclude that Mr. Levine 
was guilty beyond a reasonable doubt. 

THE COURT: As to the conspiracy count? 

MR. WALKER: As to the conspiracy count in the 
indictment, yes, sir. 

THE COURT: I don't think so, either. Motion 

j 

I 

granted as to the conspiracy count. 

Now, what about the substantive counts? 

MR. WALKER: Your Honor as far as the substan¬ 
tive counts are concerned, the defendant Levine is charged 
with essentiallv Section 17-A, which is a friud in conncc- 
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tion with the sale of securities, and it is the Government’s 
position that with regard to this particular count, with 
regard to the counts involved under Section 17-A concerning 
L4r. Meyer, that there is sufficient evidence because of 
Mr. Levine’s being with Mr. Meyer at the time that Mr. 

Segal was making these representations, and the aiding and 

abetting that occurred with respect to that. 

How do you show that he knowingly participated 

in the sale o f this stock? 

MR. WALKER: Your Honor, the evidence here is 

that individuals purchased 

THE COURT: What do you have to show and how 

do you show it, is what I am asking 

MR. WALKER: The Government has to show that 

from which a jury could conclude guilt beyond a reasonable 
doubt. 

THE COURT: What facts? 

MR. WALKER: The facts as they exist here are 
that there — 

THE COURT: No, the facts that vou have to 
establish, and how have you established them. That is 
what I want to know. 

MR. WALKER: We have to show tha this individual 
had \ nowledge of the .- lC hi*nc and that he acted in further- 


vurnu m.ctoi/ r mnnr urpnorrm ii r . rOMRTMO'i'.F 
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ance of the scheme. 


17 l 


24 ]i 


THE COURT: Knowingly participated in it? 

MR. WALKER: Yes. 

THE COURT: Show me how you show that? 

MR. WALKER: The evidence that has been shown 
here is that this individual sold stock, 200 shares of 
stock, through Economic Planning, derived a profit from it, 
and that he was present when Mr; Segal was touting the 
stock to Mr. Meyer, and that he, in effect, joined in that 

tout. 

THE COURT: What did he say while Segal was 
saying this? Why wasn't he just a mere bystander as 

far as the evidence goes. 

MR. WALKER: Well, it is the Government's 

position that being -- 

THE COURT: Not vour position -- the evidence. 
MR. WALKER: That it is the Government's 
position that the evidence shows that he was with Mr. 

Segal at the office and again at the bar when Mr. Segal 
was raking these representations concernina Pioneer. 

THE COURT: What evidence is that that he 

knew this was false. 

MR. WALKER: Your Honor, with regard to this 
particular count I think that it is close nough so that 
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it possibly could be treated on the same basis as the 
conspiracy count' 

THE COURT: Motion granted. 

MR. WINOGRAD: Thank you, Judge. 

Am I to understand that all the counts in the 
indictment anainst Levine are dismissed? 

MR. WALKER: I believe that a directed judgment 
of accuittal includes the mail fraud also. 

THE COURT: Yes. A directed judgment of 

acquittal is granted. 

Mr. Doyle, will there be a defense? 

MR. DOYLE: Yes, your Honor, there will be. 

THE COURT: Bring in the jury. 

MR. WALKER: If Mr. Levine and Mr. Winograd 
intend to leave, they should leave now, and not in the 
presence of the jury. 

THE COURT: Yes, leave now, would you, Mr. 

Winograd? 

MR. WINOGRAD: Yes. 

MR. WALKER: Would your Honor instruct the jury 
that the case as to Mr. Levine has been withdrawn from 
their consideration? 

THE COURT: At the appropriate time, which is 

not now. 
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Proceed. 


MR. WINOGRAD: Judge, if Mr. Levine leaves, may 

I sit in the courtroom? 

THE COURT: I prefer you leave. You are 

liable to get indicted. 

MR. WINOGRAD: The way Mr. Levine got indicted 

(Mr. Winocrad and the defendant Levine leave 


tne courtroom.) 


THE COURT 


: Can you give me some idea how Iona 


your defense will be? 

MR. DOYLE: As brief as I can make it, your 


Honor. 


(Jury in box.) 

MR. DOYLE: Your Honor, the defendant Alan 


Segal calls Michal Grimes 


'^nTurnti r> • c ▼ i* ir* t rmuit o« o*>n*r«* •• «. roi >p r urn •« * 
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» 

L G. GRIMES, called as a witness 

*; 

< 

3 i 

I 

on behalf of the defendant Segal, being first duly 


i 

1 

! 

4 1 

sworn 

, testified as follows: 


it 

ji 

5 

DIRECT EXAMINATION 



6 

BY MR. DOYLE: 



7 

0 

• 

Mr. Grimes, where do you live, sir? 



V 

A 

3159 Voltar, Tarzana, California. 



9 j 

6 

Is that a suburb of Los Angeles? 



to 1 

A 

Yes, sir. 



11 

0 

V'hat is your employment at the present time, 



12 

j 

13 

sir? 




A 

Furniture business. 



14 

Q 

Directino your attention to 1969 and 1970, what 


t 

15 

• 

was your employment? 



16 

A 

Stockbroker. 



17 

Q 

How long had you been a stockbroker? 


. '* * :■ ' 

18 

" A 

12 years. 

’ y 

* 

* » 

19 

0 

* 

Were you with a firm during the period 1969 

t •* 

f • 

20 

and 1970? 

• 

• 

• 

21 

A 

Yes, sir. 

j 

• 

22 

Q 

What firm was that, sir? 


u 

23 

A 

Grimes, Hopper & Messer. 



24 

Q 

Were a principal of that firm? 



O' 

A 

Yes, sir. 



Lid 

\ 

! 

1 

•- 



£ t ; • 

• . t . \ 
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2 

1 

1 

Q 

Would you describe to the jury what type of 



3 

i| 

firm 

1 

it 

v/as , sir? 


V'- 

3 

4 

• 

A 

Primarily over-the-counter security trading 



5 

| 

and some retail business. 



6 

i 

! 

0 

The firm was located where, sir? 



7 ! 


A 

1 Wilsnire Boulevard, downtown, Los Angeles. 



1 

8 


Q 

Did there come a time in the fall of 1969 when 



9 : 

you not 

a gentleman by the name of Michael Cleng? 



10 

i 

A 

Yes, sir. 



. 

j 

1 A | 

i 

Q 

When and where did you meet him, sir? 



12 

i 

i 

A 

At my home approximately in September or October. 



13 i 

j 

Q 

Who else was present to the best of your recol- 



14 ! 

I 

lection' 

1 

p 



15 


A 

My wife. 



18 I 

I 

0 

Anyone else? 



17 

1 

A 

Not to my knowledge. 


► 

18 

j 

Q 

Would you state for the Court and jury to the 



19 

1 

1 

best 

of 

your recollection what was said at that time and 



20 

who 

said it? 



21 I 


A 

Mr. Clecm stated that he had a corporate shell 



22 | 

that 

he 

had entered a mining development thing into and he 


V 

2! 1 

j 

wanted 

to know if I would like to trade it and do some 



21 !i 

retail 

business. 



,yr j: 

J.) 1 ■ 

: 

• 


0 

Did you make any response to that, sir? 

I 



ll 






i o 



\ 
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A I told him I was interested and at a future 

date we could talk about it in my office. 

0 Did Mr. Clegg describe to you any of the assets 

of that company, sir? 

A Yes, he said that they had an audited financial 

statement coming out, and I asked for an audited one, and 
at that time I had an unaudited one supposedly. 

0 Just give the conversation? 

A He told me about projected earnings and so on 

and so forth of the mine and he said that thev actively 


12 ' had — 


13 i 


MR. WALKER: I object to this as hearsay 


THE COURT: What Clegg said? 
MR. WALKER: Yes. 


THE COURT: Overruled. 


On this occasion was there any discussion of 


the names of individuals? 


In whose name the stock was 


to be sold? 


To be placed? 


MR. WALKER: Objection as to form. 

THE COURT: Sustained as to form. 

Was there any mention at this meeting of the 


names of any other individuals? 


No, sir. 


Did there come a time when vou had another 





- 
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3 

4 


5 


6 


8 

9 l| 


10 

11 

12 

13 

14 


15 


l| 

|i 


i 


16 

17 


the financial statement, an audited one, and he said it 
would be forthconiina in a week or so. 

Q Did he aive you the names of any of the 

individuals whom he described as close associates? 

Yes, he gave me three or four names at the time. 
Do you recall them at the present time, sir? 
There was Mr. Brown. 

Do you recall any others? 

Orloff. 

Orloff? 

Yes, and there were two other people. If you 

will give me a piece of paper -- 

Q I show you Defendant Segal's Exhibit O for 

identification and ask you if this refreshes your recollec¬ 
tion as to the names of any of the other individuals whom 
Clegg described to you as close associates? 


A 

Q 

A 

0 

A 

Q 

A 


18 i 

19 

20 

21 ; 

22 

23 i 


I 

t 


A Walker. 

0 Jay Walker? 

A There was Joe Orloff and and Warren Brown, his 

mother, and Gunther Wells. 

MR. WALKER: Did the witness say his mother? 

THE COURT: Whose mother? 

THE WITNESS: Excuse me a second. Eva Marie 

Brown. 
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Is that the person you described as Mr. Brown's 


mother? 


A Yes. 

Q Subsequent to the conversation with Mr. Clegg 

that you have just described, did you thereafter conduct 
certain transactions in Pioneer Development Corporation 


stock? 


We sold stock for individuals in Pioneer 


Development. 


Do you recall how any of the certificates were 


delivered to you? 


Some of them cane bv mail and I think some of 


them were hand delivered.. 


13 


By whom, sir? 


16 ! 


Mr. Frown brought me some stock. Mr. Orloff 


17 


brought some stock in for Mrs. Orloff. 

Q Did Mr. Clegg bring you anv stock? 

MR. WALKER: Objection. Leadina. 


21 |j 


THE COURT: Sustained. 


I thought he brounht in Walker's stock 


Is that your best recollection? 


Do you have the confirmntions with respect to 


the transactions that: you have testified vou executed at 



< ♦ 
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the present time? 


I don't have them with me.right now. 


When v as the last time you saw them? 


Oh, I looked at them for the SEC I think in 


1969 or 1970, 


Did you take them back or did you leave them 


with the SEC? 


Oh, we had the originals. We gave them copies, 


Did you bring the originals with you? 


Did you bring any copies of confirmations with 


you? 


Where are they, sir? 


The only copies I saw are in a file here some¬ 


where. 


In the Court House? 


That is right. 


What about the checks with rescect to sales of 


stock in these accounts, the checks written on your firm? 


Do you have those, sir? 


No, sir, 


When was the last tire you saw those? 


T think -.’hen I copied them for the SEC 


A 



■V 



, 0 Did you prepare a chart outlining the trans 

actions on the basis of confirmations that you have 

described? 


s Exhibit 0 for identi 


ficatipn, can you identify that as the chart? 


MR. WALKER 


Mr. Hopper prepared the actual chart 


Are you familiar with the chart? 


MR. DOYLE: I offer it in eviddence-, your Honor 


MR. WALKER 


(Defendant Segal's Exhibit O 


MR. DOYLE 


May I read from this? 


THE COURT 


(Mr. Doyle reads from Defendant Segal's Exhibit 
0 in evidence to the jury.) 


MR. DOYLE 


No further questions, your Honor 


US.COURTHOUSE 
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MR. WALKER: is there any other cross-examination 


by any of the others? 


THE COURT* Any defense counsel wish to cross- 


examine? 


MR. KIRSCHNER: No, your Honor. 
MR. PAPE: No, your Honor. 


MR. NEWMAN: No. 


THE COURT: All right. 


CROSS EXAMINATION 


13 I, 


14 h 


19 j! 


BY MR. WALKER: 

0 Mr. Grimes, did you have conversations v/ith 
these various individuals that you have named from time 
to time during this period? 

A Vaguely, relating to conversations, I vaguely 
remember talking to most of them, yes. 

0 These individuals did sell stock mostly in 
December of 1969, is that correct? 

A Yes, I think that is right. 


Q As reflected on the chart? 


23 I 1 


A Yes, sir. 


Honor, 


MR. WALKER: I have no further questions, your 


MR. D0YT7E: nothing further, your Honor. 


HE CCURT: You are excused. Next witness. 
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(Witness excused*) 

MR. DOYLE: Your Honor, may I read a stipulation 
to the jury before I call Mr. Myron Buttram to the court- 
r oom? 

THE COURT: Yes. 

MR. DOYLE: Your Honor, there is a stipulation 
between the government and the defendant Alan Segal that 
jay Walker would testify, if called as a witness, that 
in mid-December, 1969, he sold 1,000 sharer? of Pioneer 
at 6-1/2 dollars per share through an account at Grimes 
Hooper & Masser for the benefit of Michael Clegg and 
Burney Action. 

MR. WALKER: So stipulated. 

MR. DOYLE: Thank you, your Honor. 

m 

MYRON BUTTRAM, called as a witness by the 

defendant Segal, having been first duly sworn, testified 
as follows; 

DIRECT EXAMINATION 
BY MR. DOYLE: 

O Mr. Buttram, whore do you live, sir? 

A Oklahoma City. 

O And what business are you in? 

A Mining and ore production. 



b2 7 
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Q Now, how long have you been in that business, sir; 

A 

A All my working life. 

0 Directing your attention to the fall of 1969 
did you know at that time a gentleman by the name of Burney 


Acton? 


Yes, I did. 


0 % And did you also come to know a gentleman by 

the name of Michael Clegg? 

A Yes.' 

Q And at that time, that is, in the fall of 1969, 

were you the owner of a certain patent? 

A My family was. 

V7ouId you describe what that patent was, sir? 

A It was a mill for processing of ore. 

MR. WALKER: Your Honor, I would object on the 

grounds that this particular lino of testimony is irrelevant 
and could I see your Honor at side bar? 

THE COURT: Yes. 

(At side bar.) 

MR. WALKER: Your Honor, my understanding is 
that this witness is being offored in support of defendant 
Segal's claim of lack of knowledge and good faith with regar< 
to this stock. 


Nov;, Mr. Doyle is seeking to hav r this man 





10 I! 


13 ! ! 


15 ■ 


17 I 


19 ■ 
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testify to his mining process, to the whole process which 
he uses, which is a legitimate process, and which this 
man uses extensively. 

My understanding is that this process was 

explained to Mr. Segal on November 18th or 24th or there- 
• / 

abouts, well after the stock had started trading, and that 
he didn't meet this individual until January 10th or 
January 15th, 1970, long after the stock was trading, 
and my offer would be to preclude this man's testimony 
except insofar as it relates to knowledge that could be 
shown attributable to the defendant-Segal in specific 
telephone conversations and not for a general exposure on 
his mining activities, and would ask for a limitation 
of the proof to the specific conversations that he ted with 
defendant Segal. 

*** DOYLE: Your Honor, X will be happy, in the 
interests of expediting this, to direct his attention 
specifically to conversations with Mr. Segal. 

THE COURT: All right. 

(Open court.) 

Mr. Buttram, the last question is withdrawn. I 
am going to direct your attention to Novomb r 24, 1969, 
ask you v.hether '*eu had r telephone conversation on 


that occasion with Mr. Alan Segal? 
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2 

A 

r 

Yes 9 I did* 

3 

1 

0 

Do you see Mr. Segal here in the courtroom today? 

4 

1 

| 

MR. WALKER: Your Honor, could we have the founds- 

5 

i 

tion for this call laid, as with the telephone conversation! 

6 

as the 

government offered as to who he knew? 

7 


THE COURT: Yes. 

8 

! 

MR. DOYLE: As to what? Excuse mo? 

9 

i 

THE CCXJRT: Voice recognition. 

10 

| 

l 

i 

| 

MR. DOYLE: Oh, very well. 

11 

o 

Did you have a conversation with a gentleman 

12 

v;ho sn id 

1 

that his name was Alan Segal? 

13 

* 

He didn't say he was Al Segal. i was introduced 

14 

to hin 

by Mr. Burney Acton who placed the call and asked 

15 

me to talk to Mr. Seqal. 

16 

Q 

Mr. Acton told you that you were on the telephone 

17 

witi Mr . 

Segal? 

18 

A 

That's correct. 

19 

o 

Mow, did there come a time, after that telephone 

20 

conversation, when you met Mr. Segal in person? 

21 

1 

A 

Yes. 

22 

i 

0 

i 

1 

And did you recognize the vlice of Mr. Segal 

25 

when you met him in person as the voice of the person that 

21 

you spoke to on the telephone? 


i i 

I 

I didn't nay any attention that way, no, sir. 
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MR. WALKEP: I move to exclude it. 

MR. DOYLE: There has been testimony from at 
least two other witnesses in this case to the effect that 
they did mention Mr. Buttram to Mr. Segal at various times 
in the fall of 1969. 

MR. WALKER: That's different, your Honor. 

TTTE CCURT: I will overrule the objection. 

There are other ways other than by identification of voice. 

0 

Circumstantial evidence may establish that it is Mr. Segal. 
BY MR. DOYLE: 


A 




16 i 


17 ii 


State, sir, to the best of your recollection 
what you said to Mr. Segal and what he said to you on 


November 24, 1969. 

A Mr. Acton placed a call -- I didn’t hear that 
part of it — and he said, "I want you to talk to Mr. 

Segal in Nov; York City in reference to your mill and the 
property." 

So I got on the phone and explained to Mr. Segal 
the mil], this mechanical method of how I processed ore. 

0 Tell the jury the explanation that you gave to 
Mr. Segal. 

A Our mill is different than conventional 


mi Hirer. 


n 7f. COURT: Just tell us what you told Mr. Segal, 


Ii 



<J> 


21 


8 

9 


JA 1 1 5; 

But Lrnn-direol 1 ji)3 

i’.ii: W ETWfiSS : Well, this is wha * 1 told him. 

TdE COURT: All right, "1 told him." 

THE WIT.IEJS: All right. 

:i - told MR. degal that our process was a 

di.si., .eyr... Lion or cleavage as material is put together, as 
opposed to grinding together, watch is conventional; that 
v/e :i<m mill J a lot of tonnage of on.'s; wo had milled 
cinn.. .->r, wiich is mercury, svccess.' illy; that our :o.;ts 


10 

wore less than convor. 

tional and ou 

y lOCOVOl 103 USU i i i\ ' 


11 

higher, percontayow i. s 

o. 



12 

lj I had been 

to Lae }rope 

ry, lo aed at it. 

It 

in 

1' 

w.:.:; .i:• Open pit opera 

i' 

tion, * * r in 

* l • it; til 1 1. I had ' a . 

on 

14 

i| 

a pa a mil panned by . 

•il ; ir.g, uuiaui 

aa up, fn e cinnanar. 


15 

1 

which is wn.it our mil 

1 does, end i 

' ; ooke-d like a v-ry 

good 

ll» 

I 

1 

17 

oi . ratidn onoortunitv 

i - - 

2 Is that Lh 

e full oxt.mt 

1 C tne c avorsation, 

to 

18 

thr: dc.vt u. .ear reco 
‘ 

i 

11' C .i ;n? 



19 

i 

.i '''03, that' 

- correct. 



20 j 'J .,‘iw, dlrec: 

Liny ye.ur at.i.' 

aition t>. January 1.1' 

h, 

21 : 

| 

J >7 0 , d Lo you ;noot :ir 

. dog a I ) n t . 

i*. ocean i' ai? 


22 

l 

A .‘es, 1 die 

• 



23 

l| 

0 >.iiere did you meet him, 

s i r .•> 



In the 3 a tor national A irporL J < o t •]. on t ; y' dgc 


cl .0.1 .1. 


I 
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clear. 


KP * D0YLE: * don,t believe the record is quite 
Cnn you identify Mr. Se c ,i here In the 


12 !i 

i 

l 


14 


li 

15 ! 


20 !; 

i 


courtroom, sir? 

A Yes, 

I Q '.'ould you point him out for the Jury, please? 

A That's him (indicating). 

YH. DOYLE: May the record reflect, that the 

witness has identified the defendant Alan , 

v-naant, Alan . eral, your Honor, 

COURT: Yer 

f * 

I 

MR. DOYLE; r, han'/ v«u 

- * 

v 

t'O: , who e]e vns orp'if'nt ni <■» < 

nT - 1 tlilo converseflon° 

A Mr. Clepg and Mr. Actor.. 

' Would you state to the best of your recollection 
What was SUM and who said it on that occasion? 

V.’e passed Pleasantries first for a ntUe bit, 

" nd ° hen K " # Acton men Cloned afain to Mr. fecal that Twas 

the party who had the mil, that he had tallied to me about 

Putting the mill on the Dixie Valley cinnabar operation, 

that T hrd material with me that T could chow him, show 

at least what we did, and so I showed him a brochure or 

what we have done or nicturr-o n r it ™ , 

Pictures of it and ore samples of other 

eperat 1 or.s. 

w you have wth you today certain of th. 


I 
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fWl *>"* ^huro that you sh * ed to Mr> 


-pgal on that occasion? 


I do. 


ig !! 


21 I, 


Q 1 ; ’ hOW you ^^"Oent Segal's Exhibit H 

for Verification which is a prouD of oh «. 

i group oi photographs and 

ask you lr can identify it? 
jj A Tho first picture shows — 

!| ' n ° n,t de * CrlbC U 1n de ^l. -Tust tell us whether 

'! y ° U h V ° ^‘ l0Ctei th ^ ^ brochure that you showed 
to :ir * '’°r n ’ on that oceanim? 

have. 

j 

01 r ’' or ^ T o-'fer them in evidence. 

WALKEH: ''"- V T ** Options on the voir d ,r* ? 
ThY COURT: \*es. 

0 Mi T\V T1 rp JO * r 

yy yr. Wrj.n^: 

! ' :ay 1 r,f;e those Pictures, S j.r? 

A Ye" nr, 
oir. 

■nr, were these nh*teres shown to Segal 

concerning your- »m which 7 „, were 

J ' ' ro noplnp would nc used 

ot the mine? 

T, h^ 4 -»3 correct. 

** th ° " ,n *»- »* *— maces In the nine 

n t th.il; T; * rf,pr 


i 

I 
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DOYLE: Objertion, your Honor. This is not 


proper voir dire. 


THE COURT: Sustained, 

V.'hen were these oictures taken, sir? 


■hey were, I think, »66, t believe. The dates 


are on them. 

Q They were taken in 1966? 

I' Whatever the date is on the back. 

Q Were they taken down 1 r Arizona somewhere? 

A Yes. 

MR. WALKER: T have no objection. 

NR. DOYLE: Your Honor, irav I ask the witness 
to describe briefly to the jury what these pictures 
renresent, sir? 

MR, VIALKER: The pictures sneak for themselves. 
7 UE COURT: Sustained. Let me see them. 

MR. DOYLE: T don't think they really do °xnlain 

themselves. 

THE COURT: Explain to the jury. 

MR. WALKER: I would like to make ono objection. 
I think these arc irrelevant to the issues in this case. 

THE COURT: Overruled. 0 O ahead. 

PY MR. DOYLE: 


Lei me rephrase the question. Tel] the jury what 


25 


o 
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explanation of these pictures you pave to Mr. Segal 
that occasion. 
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on 


These pictures demonstrate several types of 
mercury ore from different properties that we have orocessed 
by simple milling and concentration which is, to my 
knowledge, no other way of doing. 

Q And the red material in the photographs, what 
does that reoresent, sir? 

A ^hat is cinnabar, which is sulfite of mercury; 
it has to be heated and then it is reduced to metal. 

; ‘1R. DOYLE: May j hand them to the jury so they 
may pass them around during the examination? 

THE COURT: \ r cs. 

(Defendant Segal's Exhibit U received in evidence, 
fHanded to jury.) 

|Vr * Bufc tran, directing your attention back to 
the meeting with Mr. Regal, would you relate lo the jury 
the rest of the conversation that you had with Mr. Segal 
on that occasion? 

A T think I covered it a little earlier in that 
we discussed the mill, the techniques and the property. I 
wasn't there that long. 

| ' 1 lG you discuss with him the question of whether 

jl the m.xl coiji.i be set up feasibly on the pronrrty in question? 
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Du 11 ram- d I roc t 


A M”. Acton, I think, brought that un more 
than I did, but I confirmed that In mv opinion -- 

What did Mr. Acton say and what did you confirm? 

A That it war a p;ood operation and I felt It would 
be mechanically feasible and economical. 

Mow, have you stated the full extent of this 
conversation, to the best o r your recollection? 

A J have. 

ucnecpK‘r.b to ‘lie meefinp with Mr. Meral did 
you 4 h'—c.n: te~ cause certain property and onuipment of yours 
to he »■. I need at the m 'r.o r tto 9 


T dl 

d. 



What 

war that 

, sir? 


r.jp 

WALTER: m 

!av wc 

have the dates? 

V.’hen 

'"as that 

done, 

sir 0 

Ti c 

first nlc 

CO of 

equipment was a 

road 

s, 'o ret 

Info 

the nropert". 


February the 6th, in r/ o. 

: -:y. WALTER: Vour honor, could we .Just have the 
date o'* tbf next Item? 

Ti’K WITNESS: The next date 1c April the 8th, 4 70, 
• hen * took the first y 4 11 

■ • a';v.i,.K .\ : O', i.’f’t to vh 4 s, your dono 1 ’, c'/timc 

tr? r ••er'-’rony that >M oncer Development was 






_,_*_ 

- t ----- 

1 

0 
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/ 


i 

•- ■ •' *•' Put trim- dir e<"t 




2 

no longer assoc lated with the mine by Apri 1 ; that 




3 

Pioneer Development had been sold as of March lRth. 


• 


4 

T ,? E COUP.T: Sustained. 




5 

Q Directing your attention to this prouo o r 




6 

nhotor.raphs , Mr. But tram, marked Defendant Sepal's Exhibit 




7 

M for ident 1 j Icatton, when v;ere those photopranhs taken. 




8 

sir. t.r the best of your recollection? 




9 

A They v.'ere taken over about three neriods. This 




10 

one was April the 7th. May the Sri and in vt-. 




11 

1 

MR. DOYLE: Your Honor, T would offer then, but 




12 

I understand that there is an objection on the grounds 




13 

1 

| ° r ehr^nolor/. j do think they are still, relevant, your 


1 


14 

i 

l Honor. 


\ 


15 

MR. WALKER: Same objection. 




16 

THE COURT: Let me see them. 




17 

THE WITHERf: They showed the mill un there-- 




18 

THE COURT: Let me s.ee them. 




19 

Can you lay a foundation? 




20 

MR. DOYLE: Y s. 




2, 

1 BY MR. DOYLE: 



L 

22 

0. Mr. Buttram, is the mine si' e as, 't is depicted 


\ 


23 

j in the**,' Dhotoyrapho that wore taken In April and May of 


‘\ 


21 

jn-'r, vris ’t nubstint*ally the same at that 1 ine as it 





I was ' h^n -f," 5> a 1 «-or i. f ‘ ofir>| [n,> 1 0 I.Jjr, t- t 1 ,i-r> ’ 

1 


o 
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il 

15 

16 
17 jj 

I, ii 

19 

I 

20 !| 

21 j ! 

22 || 
23 i] 

21 i; 

25 l! 


Yes. 

'IT-? 7 " COURT: Overruled. 

MR. WALKER: Your Honor, may I aslc questions 
on the voir dire? 

THE COURT:Yen. 

VOIR DIRE EXAMINATION 
EY MR. WALKER: 

^ the null that Is depleted In these pictures 

was not placed on the mine site as it was until April, is 
that correct, April 8th? 

A Tnat's correct, April the 8th. 

•"o while the pictures show a mine site which 
was substantially as you caw It earlier, the pictures in 
so far as they represent the mill do not reflect the 
conditions as you caw them earlier, is that correct? 

i. ’.’art of that equipment was already there when 
I first went up earlier, but the m* 11 we put there was not 
there untl1 April. 

THE COURT: What' c the mill? Which one of the 
pictures l? the mill you nut there? 

THE WITNESS: That Is the mill there (indicating). 

THE COURT: Take out the onus that you put there, 
that weren't there ear 1 ler. 

THE WITNE? This chows -- 
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V: '* C0URT; T don,t C3ro what they r ,how. 


them 


or t. 


b4 8 


|| v.-TT.'i-r, : t c , n , t do , hl:! , p uas 

II V-p hero Pt '.he time I came in. (Tndic:i.<-ln c ) 

l| ™ ! COURT:. I. B afraid you will have to separate 

the wheat from the chaff here, j don-t know what was there 

I 

at the tine or not from this witness' answers 

rp. DOYLE: T think I can ask a question on 

i! the Volr dlrc th at will solve it, your Honor. 

I 1 VOTE DTFE FXAMIMATION 

I 

w t - p . doyt,:: : 

i, 

{i 

| Q Is the nlll that is depleted : n the photograph 

| ° SanC as had existed at an earlier tine" 

A ; thlnk wc have two chronologies. When we say 
| - mil, we near, a total operation or one piece of equipment. 

;! V;hat 1 DUt thore 18 one equipment but with that 

i you have to have o«e bins, compressors, crushers, generator, 

! S ° f0rth * Th ° aerator, the ore bln, the crusher were there 

i 

; and two ore tables which I replaced. The mill T put in liter, 
. MF. DOYLE: I think it is all admissible to show 

j wnat mill we are talkinr about. There has been reference to 


the mill. 


THE COURT; TI n not sure I know what the witness 


means by a mill. 


/ 









i 

| 
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l 

-l"' Put tram-d 1 rec t 



2 

p '0 you mean the tall build inf; in the Pictures? 



3 

T s that what you moan by a mill? Or do you meah the 



4 

machinery in the bulldlrq? l.'hat do von moan? 



5 

... 

• WITNESS: Let's call what X put, there the 



6 

disintegrator, that breaks the material. 



< 

'"IiE COURT: I will overrule the objection and l^t 



8 l 

them ir for what they are worth. 



9 1 

1 

How much longer, Mr. Doyie'.’ 


• 

10 

1 

MP. DOYLE : I an about finished with Mr. Buttram. 

\ ' 



11 ! WALKER: Your Honor, I would 1 Ike to ask one 

1, i| 

- l! more question on voir rilro on tho.se pictures, if I could 



33 

r i"iE COURT: All rlphl. Wo vf 11 recess at this time 



11 ! 

i 

» 

MR. DOYLE : Your Honor, may I make one request of 



1 ^ 

vour Honor? Mr. Buttrare has made a specific request. 

ir, i; 

P: COlflT: I realize he is from out of town, 

17 i ! 

from a 1 on- ways, and I am staying over so we can pet him 



IS | 
1 

home, but we don't seem to have much hack. 



’I. BOYLE: r will end my direct examination now 



20 

in the interests of ne^mittinp Mr. Puttram to leave. 



21 

"M 1, COURT: V.’e still have a problem on these nicture 

s 


22 

and it is a legitimate problem. 



23 

'T., DOYLE: Very well, your Honor. 



21 

THE COURT: Co ahead. 



25 | 

VOIP DT?F. EMINYPIOR 




-J 
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BY KB. WALKER 


^uthram-dl poet. 

cro.i:-. 


A” lap as these pictures are nor 


loerned, t.hese 


nicturos wore tai cn some time after you met Hr. feral. Ls 


that. (.error t 


A ' Yro. 


. r.d you never showed these pictures to Mr. Bepa 1, 


did you? 


a He. 


brief. 


counsel? 


TlIE COURT: I will sustain the objection. 

/our Honor, I have no further questions 
HR. WALKER: Your Honor, I think: T can be very 


Any other questions by other counsel? 

n, i!H COURT: Any cross-examination by any defense 


U! rir.ht, Mr. Hali er. 


CROCS EXAMINATION 
BY MR. WALKER: 

H^. Buttram, sir, at the time that you met Mr, 

Sepal -- 

MR. WALKER: Excuse me, withdrawn. 

\ou mentioned two times that you had conversations 
with Mr. Sepal, one was over the teleohone, November ch; 

is that correct? 






2" 


.M;hl3 
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Buttr'iin-^rof: 
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14 j, 

m 


17 i 


A "hat' s cerrec t. 

° Mr. 3ep:al tell you - that time that 

i-h-nor,. stock had been tradiny for eoproxlmnteiy days? 
h;-.. DOYLE: Objection, your Honor. 

THE COURT: .Sustained, it in outside the scope 
of the direct examination. 

" " as there «"»■ discussion, sir, concerning the 
nto-k o" Pioneer at that time? 

"r. Segal listened. He didn't do much talking. 
I was the one telling him about the m'U and the pronorly. 

T a. op'IT?: V.'ould you answer the question? 

V'ar there any discussion about Pioneer story? 

. . : ho, 310, 

THE COURT: fT o. 

Q rU '’ ” of h ”*• conversation, you did not have 
any Billing equipment or yours at. that mine site.is that 


correct': 


A Ho. 

Q That is correct? 

/>. r ’’h 'it's correc t, 


23 !i 


24 


*3 of the January 16th or 18th meeting that you 
had Wlh rr. feral, you did not have any milling equipment 
at the mine site, j S that correct? 


A !/o. 


v 
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A road cruder was placed at the mine site when, 
sir. In February? 

A February the 6th, 

Q And then any other equipment that you put at 
that nine site, that you brought to the mine site was on 
April 8th, Is that right? 

A And more later. 

’•' r . WALKF :? : Mo further questions. 

MR. DOYT.F; Mo further questions. 

THE COTJF^: v ou are excused. 

(Witness excused.) 

CCILT: We will recess now until tomorrow 
morning at 10 o'clock. Won't talk about the case. Don't let 
tal about It with you. Wo are making very good 
orogrer.s here, so please pay attention to iny instructions, 

(Jury excused) 

THE COURT: Mr. Doyle,let's get to the requests 
o f charge. That is the first order of business here. 

MD. DOYLE: My own requests are very much tailored 
to the case and there is almost no boilerplate in this, I 
really don't think it would be worthwhile for me to take any 
tine to eliminate them. 

T!F COURT: .'i> right. 

MR. n, 0YT.F: The non-specific ones -- 






% 
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.ikhro 


Puttram-oro: 


\ 


12 i 

I 

13 

I 

14 I' 


'i'HT! COURT: If they a^e ar. good a:-, your work 


has been In this case, I may read them verbatim, 

DOYLE: Thank you, your Honor, 

THE COURT: Any others? 

MR. KIRSCHNER: Yes, your Honor. Tn behalf of 
defendant, Huber, v.'e offer a number of Instructions, 

"HE COURT: I know you have. T will be happy to 
read thvm. T don’t appreciate the duplication in all this 
stuff. T Mil take them. I have pot nothing else to do. 

HP. KTPHCUUER: T have handed them to the clerk 
already, your Honor. 

T ,r E COURT: Lot me have Mr. Huber's. 

'P. KTRPkuRJHP: May I indicate the first in- 
rtrue 'Mon. your Honor, is the conspiracy Instruction. 

TU-: COURT: I have read it. '! deny it in the 
form in v:! 1 ch you recuect it. 

yave them all no you, Mr. Doyle, this morning, 
T gave all the requests to you. Do you have the others? 

MR. DOYLE: Yes, T redistributed them to counsel 
so they could pare them down. 

THE COURT: The one you gave to the clerk, he 
gave to me, T gave to Mr. Doyle, he gave back to you, Mr. 
y 3 rschne "*. 


—K.!E°0 ! ::iir: That’3 correct. Then j returned 


1 
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18 

19 

20 
21 
22 
23 


1 
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6 

7 !i 

8 
9 

10 


11 !, 


12 


13 jl 


14 

15 


il 
|j 

16 |l 

i! 

17 I; 


ii 
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jkh::i 

it to the clerk again and narked the section which we were 
interested in. I have another copy.May I subnit that to 
the clerk, your Honor 0 

THh C^JltT: T saw the one In which you wore in¬ 
terested. Perhaps I have 't. Porhaos T an the guilty party— 
rrohably an, 

Po yon have any, '• r. Norman? 

Mi . V’W'rt: Noth 'ny Ihnt J could have added to 
all that a before re, yo”r Honor. 

m HH COURT: You are a wire nan. 

■ . . i ■. 1 Just for the record, T have Incorporated 

Tour O*' :*c. Coyle's and ‘'our of r -’r. i’rtor's, your Honor. 

’IP. KIPSCKHFP : May I nr.lce one oral request? 
v; ° h 7ve not had an opportunity to do this. V/e request that 
the jury he instructed that Mr. Muter is not on trial here 
for nocsesslon of a firearm. 

THY COUPT: Ho, I deny that. 

All right. Makes pood reading, 

„ (Adjourned to 10 A.M.,December 10, IQ 7 I;,) 
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MR. DOYLE: The defendant Segal renews all the 
motions previously made and also, your Honor, makes a 
motion to strike certain testimony which is no longer con- 

i 

nected in the case which was received subject to connection 
in light of your Honor's ruling with respect to the de¬ 
fendant Levine. We move to strike the testimony of the 
witnesses whose link was Edward Levine. Their testimony 
should be stricken, the testimony of the witnesses 
Fingar, Berman and Nerenbera. 

THE CCURT: How do you link Eddie Levine to the 
conspiracy? 

MR. WALKER: Your Honor, Mr. Eddie Levine was 
reporting information in such a way that it is quite clear 
that he had close association with individuals who were 

^ i- a t e d with the company. I think that t lie circumstantial 
proof of that is in his own statements which were being 
offered to show his state of mind. 

THE COURT: What is the evidence which links Eddie 
Levine to the conspiracy? I don't want a lot of conclusions. 
Mr. Walker, like your requests to charge, which I don't 

I 

appreciate getting at the eleventh hour, and they are use- 

I 

less, 

I 

MR. WALKER: Your Honor, the evidence that links 
Eddie Levine to the conspiracy is the gross deceptive nature 

I 

I 

l 
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° f hiS £tatOTents C ° U P^ with the fact that the stock. ' 
he said, will go up> that information from the company : 

wiii be forthcoming, that his whole family has bought the ; 

stock, and so forth. 

™ Cc™ T: X think there is sufficient evidence 1 

to link Eddie Levine to the conspiracy, and, therefore, 

bis acts, his declarations are binding on other members 

of the conspiracy, even though there was not 

y mere was not enough to hold 

his father in as a co-conspirator. ! 

WR • DOYLE: Your Honor ail 

ur Honor, all the other motions 

are renewed at this time. | 

™. KIRSCHNER: Your Honor, we renew all the motion; 

Ptevioudy made and we move further to strike all the 

testimony with respect to Hr. Zuber all the h 

' a11 the hearsay testimony. 

on the grounds that there has k . I 

not been independent evidence 

to connect Mr. Zuber. 

the camT: Denied. And on your motion for a sever- ' 

ance, that is denied, too. you have not made sufficient I 

showinq. 

i 

MB. NEWMAN: The defendant Pinkelstein renews his 1 

motions at the end of the government's case, and for the 

record, your Honor, i would like to r*n 

to renew my motion on behalf 

° f thB d6fendant a severance. , recall that , 

ln " V ° ri9inal "° ti0n 1 3t -ate that I had been 


/ 
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informed that the defendant Segal if he were testifying 
in a straight trial on behalf of the defendant Finkelstein 
would testify at that trial that he never told the defendan 
Finkelstein about any illegal act, any conspiracy to 
manipulate stocks or to use the mails. 

THE COURT: I deny your motion. The showing is 
insufficient. 

MR. PAPE: I would like to renew all the motions 
previously made, and I would like to add that concerning 
the motion for a severance if the defendant Segal were to 
testify,, he,would testify that the defendant Scardino was 
not present at a meeting in Dallas, as to which Mr. Acton 
testified, at which Pioneer was discussed, or at any 
subsequent meeting at which Pioneer was discussed. 

THE CfXJRT: Denied. 

Are you ready to sum up? 

MR. D oyLE: Can I have five minutes? 

THE COURT: I have to rule on the requests to 

charge. Can you sum up shortly after the rulings on the 
requests to charge? 

MR. DOYLE: Yes. 

THE COURT: We will take a short recess and then 
I will rule on your requests to charge. 

(Recess.) 


J 




▼ 



1 

{ 
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2 

THE COURT: The court has made its rulings on 


3 

the defendants' requests to charge in the margin of the 

1 


4 

requests, and if counsel would refile them with the clerk 


5 

they would become part of the record. 


6 

MR. DOYLE: Thank you, your Honor. 


7 

THE COURT: Do you want to sum up first? 


8 

MR. DOYLE: Yes. 


9 

THE COURT: Give me same idea of the time. 


10 

1 

MR. DOYLE: One hour or less. 

1 


11 

MR. KIRSCHNER: Half an hour to 45 minutes. 


12 

MR. NEWMAN: Same, your Honor. 


13 

MR. PAPE: Same, your Honor. 


14 

MR. WALKER: I will try to be no longer than an 

i 


15 

hour and 15 minutes. 


16 

See if you can keep your eye on the clock. I 


17 

don’t want to cut anybody off. I don't want to sit here • 


18 

f 

during the lunch hour or have the jury exposed to it during 


19 

| 

the lunch hour. So, Mr. Doyle, you sum up. Then we will 


20 

take a short break. We will try to take a short br.eak every 


21 

hour. See if you cah guide yourself so that we get this 


22 

done today. But if we have to run over, we will. ! 


23 

24 

MR. DCYLE: Has your Honor ruled on the government '|a 
requests to charge? 


25 

THE CCURT: Oily in the broadest possible way. I : 

i 
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deny every single one of them in the form in which they 

| 

have been requested. I will grant them in substance. But 

I got my job ahead of me putting them in the English 
language. 

< ! 

MR. DOYLE: Is that true of the supplemental 

requests also? 

THE COURT: Yes. 

MR. GREENBERG: With reference to the aiding 
and abetting request. 

THE COURT: I will give my usual aiding and abetting, 
straight aiding and abetting charge; I will not give yours I 
in this form. 

MR. GREENBERG: Mr’- i inouire of the government, 

I gather from the way the case has been presented, Mr. 

Zuber is charged as being an aider and abettor with regard | 

to the substantive counts? \ 

I 

THE COURT: Is that your position, that you 
charge him with aiding and abetting? 

MR. WALKER: He has been charged as a member | 

of the conspiracy in Pinkerton and as a principal and aider | 
and abettor as to the extent that the jury may find, with 
regard to the grant transaction he was a principal. | 

i 

THE COURT: Do you charge him in the substantive i 
count as being an aider and abettor? 





-- 

J? . 1 
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2 

MR. WALKER: Yes, your Honor, as well. 


3 

THE COURT: That is all we ask. We understand 


4 

that under Pinkerton he might be responsible if he is a 


5 

member of the conspiracy. 

t 


6 

MR. PAPE: Your Honor, I did; not file a reauest 

• 

7 

for an instruction concerning the definition of power of 


8 

attorney. 


9 

THE COURT: Do you really want it? I don't think ' 

# 

10 

jury is one that does not know what a power of attorney’ 


11 

is. I hate to clutter the charge with such things as 


12 

power of attorney. I will give it if you want it. 


13 

1 

MR. PAPE: Yes. 

* 

14 

1 

TOE COURT: Do you have a request? 


15 

MR. PAPEi I will present one at the lunch hour. 


16 

your Honor. 1 


17 

THE COURT: I will simply tell the jury that 


18 

a power of attorney is an instrument by which cne person 


19 

is authorized to act for another. Is that good enough for 


20 

you? 


21 

MR. PAPE: Yes. 


22 

THE COURT: If I forget it, remind me. It comes 


23 

in like a sore thumb. * 


24 

MR. WALKER: Your Honor, the only request that the 


25 

government would ask the court to consider at this time in 






■ 


/ 
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view of r, 1026 

y ° ur H °nor's ruling „ ith 

j ith respect t-n ^ 

revests of Mr . on " ° f ‘he 

i yj-s, goes to 

defendants. knowledge ^ ^ ^ ^ ° UeEtl °" <* “hat the 

unre9istered -a your Honor ::: tion ° f ^ - 

Of Mr. Doyle has • a uest number 8 

- - m usti;;r ct ~ a -- 

lnd ‘he defendant Sega, u 

° f the alleged acts there was a dut ^ ^ ^ 

register the stock vith the sec. ^ ^ ^ *“ 

THE COURT* T t-ke 

didn't i? q t 1 grantod it i n substance, 

”” ™». If I , Ul , . • 

MR. DOVLE* It nt 9ranted ln sub stance. 

• =ays granted in substance, 
f®* WALKER; Very well. The 

VieW th3t intent is „ ot r . ** ° f th ° ' 

not required. 

^ COURT: DarrH 

have known. ^ ^ Sh ° uld or should ' 


DWtEl In ^ footnote. 

THE COURT: Let's Kv 

‘ S bri "9 ‘he jury in . 


25 


I 
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2 

(Pause.) 


3 

THE COURT: Will counsel come over just one 


4 

moment? 


5 

(At side bar.) 


6 

THE COURT: I would like you to avoid charging 


7 

the jury. In other words, leave the law to the Court and 

8 

talk about the facts that bring it within the applicable 

9 

principles, but leave the law to the Court. I don't want 


10 

to have to cut you off because you start charging the jurv, 

11 

but if you do, I will. 


12 

MR. DOYLE: Thank you, your Honor. 

13 

MR. WALKER: Very well, your Honor. ' 

14 

(In open court.) 


15 

(Jury present.) 


16 

MR. DOYLE: May I proceed, your Honor? 


17 

THE COURT: Yes, Mr. Doyle. 


18 

MR. DOYLE: Mr. Foreman, ladies and gentlemen of 


19 

the jury, Mr. Walker, fellow counsel: '* 


20 

This is now that time in the case when it is the j 

21 

attorney's job to weave the threads of the evidence together 


22 

and bring it all in to focus, and on behalf of my client. 


23 

Alan Segal, I submit to you, ladies and gentlemen of the 


24 1 

jury, that the Government has failed to prove any of the 


i 25 

material allegations of the indictment and that the proof, 
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when it is looked upon in its entirety, establishes that 
there was no fraud in this case on the part of Alan Segal, 



there was no manipulation or artificial inflation of prices 
of anything by the defendant Alan Segal, and there was no 


wilful sale of unregistered stock by the defendant Alan 


Segal. 

Now, I would like to address myself initially 
to the fraud allegations of the indictment because fraud 
requires an intent to deceive and the evidence establishes 
that the defendant Segal had no intent in this case to 


deceive anybody about anything. 

Every Government witness who testified in this 

case stated unequivocally that he believed that the mercury 
mine acquired by Pioneer Development Corporation was a 
good and valuable asset, and there was introduced into 
evidence an economic feasibility report of Pioneer Develop- f 
ment Corporation, predicting profitable operation of the 


mine. 


There was also introduced by Mr. Buttram photo¬ 


graphs that were shown to Mr. Segal, showing to him how 
mercury is separated from ore and the equipment that Mr. 
Buttram, in his conversations with Clegg and Acton, intended 

* • ' , i # • . 

and did in fact put at the mine site. 

There were two conversations between Mr. Buttram 




and my client, Alan Segal, one on November 18, 1969, and one ' 
on January 18th or 19th, 1970, and in both those conversations] 
and you heard Mr. Buttram, and if anyone here is a dis¬ 
interested witness, with no stake in the outcome of the 
case, it is Mr. Buttram — you heard him explain to you how 
he explained to Mr. Segal that his process could be put , 

into feasible, workable operation at this mine site. , 

So we have a case in which the Government's I 

witnesses, and that includes Mr. Clegg and Mr. Acton, I 

together with the defense witness, Mr. Buttram, establish I 
a solid, factual basis in the record for the belief on the 
part of the defendant Alan Segal in the value of the mercury { 

mine being acquired by this company and motivated by that 

belief, Mr. Segal, in any conversations attributed to him, 
by any witness in this case, did nothing more, ladies and 
gentlemen, than state what he knew about the company. ^ 

Remember those words. He simply stated what 

I 

) 

he knew about the company. 

Now, let's talk for a minute about the charoes 

in this indictment that Mr. Segal and others would go around^ 
touting the stock. If you read this indictment, it sounds 
as if Mr. Segal is being charged with running some kind of ^ 
an operation with telephone calls going here and there, and 
messengers and running around, trying to find people to buy 
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Pioneer stock. 1 

_ 3 

But who were the witnesses that the Government 

4 

called to support this theory suggested in the indictment? | 

5 

The witnesses were in two categories. In one category , 

6 

they were close business associates of Mr. Segal, men that j 

7 

he had done business with in the past, men, for instance, 1 j 

8 

like Mr. Swidler, a Certified Public Accountant; Mr. 

9 

Schlager, who was Mr. Segal’s own Certified Public Account- , 

10 

ant. . i 

11 

Mr. Schlager, who was the Certified Public 1 

12 

Accountant for Alphabex of which Mr. Aynes is president. 

13 

Mr. Aymes himself,the president of a cornoration. 

14 

These were people who, No. 1, knew Alan Segal 

15 

very well. They were substantial business people in the 

16 

community aid basically their testimony was that he told 

17 

them about a stock and that they bought it. 

18 

In a couple of instances Mr. Segal was buyina j 

19 

the stock himself. 1 

i 

20 

Mr. Ben Cohen, the attorney in Miami. You will 

21 

recall his testimony. He is a member of the firm of 

22 

Cohen & Hogan, as I recall. He practices law in Miami. ^ 

23 

Mr. Segal lives in Miami. 

24 

Mr. Cohen was a friend of Mr. Segal when the ( 

t 

25 

events that he testified about took place. He is a 

I i 


i 
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Mr. Segal invested $11,000 in stock of Pioneer i 
Development Corporation on or about — let me just look at 
the date on the slips -- December 31st, 1069. Mr. Cohen 
wasn't fooled by anything. Mr. Swidler wasn't fooled. 

Mr. Schlager wasn't fooled. In fact, as I recall, Mr. 
Swidler testified that Mr. Segal brought un or showed a 
financial statement about the company. Mr. Swidler said 
he didn't take it seriously. He bought the stock because 
he knew Alan Segal, that's all. 

Now, a man who is going to go out and defraud the 
public, does he go to his close friends? Does he go to 
his business associates? Does he go to men who are 
sophisticated, men who recognize an over-the-counter stock | 
as a speculative investment, men who, if they are cheated, | 


aren't going to have any trouble finding out where Mr. 

Segal is and bringing it up with him. Indeed, men like 
Mr. Aymes. These are not the kinds of people that a 
defendants talks to if he is going to conduct some kind of , 
a swindle or a fraud. I 

These are the kinds of people you talk to if you I 
believe in what you are doing, and that is what Mr. Segal | 
did. I 


25 


What is the second category of witness that the j 
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j Government has brought before you to try to bolster up this j 

3 

theory of some kind of a fraud or a swindle here? 

4 

We can categorize this witness or witnesses as 

5 

people not connected with Mr. Segal. And when I say not 

6 

I 

connected, I mean people who knew him well in the past, 

7 

his business associates. 

8 

As I recall the record and the testimony in this 

I 

9 

l 

case and, of course, it is your recollection that controls, 

1 

10 

j 

not my recollection or the recollection of co-counsel, but 

11 

1 

your recollection, but as I recall it, the only witness 

12 

independent of Mr. Segal — no, I'm sorry, there were two. 

1 

13 

The first one was Robert Meyer. 

i 

14 

Let's talk about Robert Meyer because he is a 

15 

1 

very interesting witness. 

I 

16 

1 

First of all, Robert Meyer, you will recall from 

1 

17 

his testimony is the gentleman who went out and bought 

1 

18 

Pioneer stock long before he ever met Alan Segal. 

1 

19 

1 

Most of his purchases of the Pioneer stock had 

1 

20 

already been made by the end of 1969. Then he decided 

I 

21 

to make an inquiry about the company, which he recognized, 

1 

22 

1 

by the way, as he mentioned on cross-examination, was a 

23 

very speculative investment. He decided to go and ask 

I 

24 

1 

some questions about the company on his own initiative. 

I 

25 

| 

In other words, Alan Segal didn't qo seek out Robert Meyer 

1 

1 1 

' 

1 1 


TlX- 
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i 



■ 
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1 

and say, "Go buy Pioneer stock. That's a great company. 

- 

3 

It will really go somewhere." ! 


4 

Not that at all. That is not this kind of a i 


5 

case. 


6 

Robert Meyer came to see Mr. Segal. He came i 


7 

to see Mr. Segal and he asked him certain questions, and he • 


8 

got responsive, truthful answers. He got answers about 


9 

the existence of the mine, the fact that the mine was not | 


10 

in any kind of commercial, large scale production. | 


11 

He got statements about future profitability • 


12 

and fugure earnings which Mr. Segal and every other witness ; 


13 

in this case believed. 


14 

Every question that he asked he got an honest 


15 

answer to. 


16 

He mentioned mobile heating units, and I don't 


17 

recall any other testimony in the case about mobile heating | 


18 

units, one way or the other. However, I do recall that 



19 

a company called Precise Power v/as acquired by Pioneer 

1 


20 

Development Corporation, and I do know that the Government 


21 

hasn't proved that that was a false statement or a reckless 


22 

statement. 


23 

As I recall the evidence, there is no proof 


24 

whatsoever with respect to that point, and the Government 



25 

has the burden of proof on each and every material element 
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2 

of the charges in this case. They must prove that there 

3 

was a fraud, and they haven't. 

4 

Now, let's talk some more abut Robert Meyer 

i 

5 

because there is a second element in the Oovernment's 

6 

theory of this case which is that there was some affirmative ! 

7 

duty on the part of Mr. Segal, when Mr. Meyer came up to 

8 

see him, and they had their discussion down in the restaur- ^ 

9 

ant, to volunteer a lot of facts that Mr. Mever never asked 

1 

10 

1 

about. 

1 

11 

| 

Now, if something is material — and material 

12 

means relevant or meaningful or important — if something 

t 

13 

is material to a sophisticated person and an experienced 

14 

investor like Mr. Meyer, you can very well believe that 

i 

15 

he would ask that question, but the evidence in this case , 

16 

1 

is that he didn't ask these questions. So it is per- 

1 

17 

1 

fectly reasonable for you to infer or conclude that tit was 

1 

18 

1 

perfectly reasonable for Mr. Segal not to volunteer the 

| 

19 

1 

answers. If he wanted to know if Mr. Segal was selling 

20 

stock, he could have asked him if he was selling it. 

21 

If he wanted to know if there were past earnings as opposed 

1 

22 

1 

to future earnings, he could have asked him that question. 

i 

23 

1 

There is no evidence in this case of a single 

1 

24 

question about this company asked by any witness that was 

l 

25 

l 

not responded to truthfullv and honestly and fully to the 

1 

i 


J 
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best of his knowledge by the defendant, Alan Segal. | 


3 

i 

And by the way, Mr. Meyer then described the 


4 

purchases of Pioneer stock that he made subsequently as j 


5 

averaging down, which is a very technical term, demonstrat- 1 


6 

ing, first of all, his expertise in the investment field, 1 


7 

a way by which, if you believe that ultimately a stock will I 


8 

go up and the value of it is going down during a certain 1 


* ! 

period of time, you go ahead and buy more shares, even 


10 

thought the price is going down, because if you paid $6 


11 1 

for the prior shares, and then $3 and $2 for the later 


12 i 

13 ! 

shares, you have a lower basis so that ultimately if the 


price goes up, you make a greater profit because your aver- ^ 


14 

age cost per share is lower. 


15 

| 

So he was no babe in the woods. 


16 

Now, the other persons whom the Government I am 


17 

sure will want to characterize to you as "victim" in the 


18 

case — and I will put a circle around one excention and 


19 

1 

get to him in a minute, Alan Grant -- the other witnesses, 


i 

20 

as I understand the testimony in the case, really have no 


21 

connection with the defendant Segal whatsoever. 

3 

22 

We heard testimony from Sol Fingar and his 


23 1 

1 

testimony, as I recall j it, is that he had a conversation 


24 

with a gentleman named F.ddie Levine about Pioneer stock, 


25 

and Eddie Levine made some statements about the company that 1 

i 


f 
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may have been somewhat exaggerated, but what evidence is 

3 

there in this case that the defendant Alan Segal ever had 

4 

a conversation with Eddie Levine? What is the evidence 

| i 

5 

in the case that anybody else connected with this case had 

6 

1 

a conversation with Eddie Levine which resulted in Eddie 

7 

Levine making statements to Mr. Berman. 

| 

8 

1 

Ladies and gentlemen, proof in a criminal case 

9 

can't be that tenuous. Proof has to be direct. This 

10 

is not proof. This is speculation. And you cannot 

11 

i 

convict any defendant on the basis of speculation. 

12 

My recollection is that Abner Berman was in the 

13 

same situation and Howard Nerenberg talked to Berman who 

14 

talked to Eddie Levine, and then I believe one of those 

15 1 

witnesses, and I frankly don't remember which one it was. 

16 

i 

1 

had also talked to Robert Meyer. But none of them, ladies 

17 ! 

j 

and gentlemen, none of them had talked to the defendant 

18 

Alan Segal, so that the only thing attributable to the 

19 i 

defendant Alan Segal in all of this is what he told Robert 

20 1 

Meyer. 1 

21 | 

But let me go back to this very important scheme 

22 ! 

in this case. He told Robert Meyer what ne knew about 

23 

1 

the company, and he answered his questions truthfully 1 

24 

and completely, so there was no intent to deceive in his 

25 

conversation with Robert Meyer. 

1 
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And you can t attribute any intent to deceive 
or fraudulent scheme or anything else to Mr. Segal if as 
a result of that conversation Robert Meyer then went ahead 
and told A, B or C. 

And let me point out something else very inter¬ 
esting about this so-called scheme or swindle to defraud. 

is no evidence that Alan Segal said to Robert Meyer, 

"Go out and tell your friends about this stock. Get them I 
into it because it will really go up." Nothing like I 
that. Nothing. 

i 

It was a dignified, factual conversation, ■ 

responsive to questions of a sophisticated investor, and 
that is all it was. It was no "tout" as the indictment 
charges and as the Government, I expect, will argue or want | 
to have you believe. 

The only other witness I see who had any contact 
with Mr. Segal in even the alleged capacity of a "victim" 
would be Allen Grant, and his conversation simply consists, i 
as I recall it, of going in to see Mr. Segal and having a 
very brief conversation, where Mr. Segal said to him he I 

thinks Pioneer is a good corporation and he would buy the 
stock at $3. 

Well, all the other witnesses that were called | 
in this case thought that Pioneer was a good corporation , 
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so we really have the same result and the same analysis 
of that evidence as we do of the other evidence. 

Mr. Segal said what he knew and what he believed ^ 
in good faith about the company. 

That is really the end of the touting aspect of 

u- I 

this case. 

Now, there is another charge In the indictment 
which is equally without any basis in the proof in this 
case, which is that there was an artificial value of the 
price of Pioneer stock injected into it by persons that 
include the defendant Alan Segal, but when you really 
analyze the proof and the evidence in the case, you will 
see that there was nothing artificial about the price of 
the stock. 

First of all, think about the testimony of the 
brokers and the dealers who testified in the case. They 
testified that the over-the-counter market is a negotiated 
market and that a bid and an asked price in the pink sheets 1 
is an invitation to trade. 

I 

Now, what is the evidence connecting Mr. Alan 
Segal to the trading of Pioneer stock. I think that the 
best way of analyzing that is to look at Government's 
Exhibit 150-B in evidence, which is really a very revealing 

i 

document. It shows in the upper part the list of all 



the firms who were quoting that stock in the pink sheets, 
and let's go through that list, keeping in mind that the 
only direct evidence about Mr. Segal' activities with 
respect to the trading of Pioneer stock in the marketplace 
was the testimony of Mr. Azzerone of Karen & Company. 

Let's look at the companies, other than Karen & 
Company, that were quoting Pioneer stock in the pink 
sheets. 

First Philadelphia Corporation. Nell, that 

very interesting. You will remember that Michael Kleaq, 
the Government witness, whom I will say something about 
later on as to his credibility, made a statement that Mr. 
Segal had told him that he was controlling the trading of 
First Philadephia Corporation. But there is no evidence 
of that in this case. There was no witness from First 

Philadelphia Corporation saying that Mr. Segal ever did 
anything with them, anything whatsoever. 

There is no evidence of any communications or 
contact, direct or indirect, between Mr. Segal and First 
Philadelphia Corporation. 

Orvis Brothers. What is the testimony about 
Orvis Brothers? The testimony about Orvis Brothers is 

really very, very simple. There was the broker, Mr. 

Kostos, who knew Mr. Segal, who knew that Francine Zahl 
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was a secretary, who opened accounts for Francine Zahl 
and Alan Segal and stock was traded through those 


accounts. 


There was no testimony, no suggestion of any 
thing about that trading that was artificial or peculiar 
or illegal or improper whatsoever. 

Mr. Kostos had his attention directed *-o certain 
specific trades in the account at Orvis Brothers in which 
there was substantial burners of Pioneer stock who took their 
stock from Mr. Segal's account. They were referred to 


as crosses . 


Mow, one interesting thina about a cross is that 
it has no effect on the marketplace whatsoever. It is 


entirely internal with in Orvis Brothers. So if there 
were buyers of stock in Orvis Brothers, buying stock for 


Mr. Segal's account, there was no market in fact at all. 

It wouldn't appear anywhere. But there is a second thing 
which is reallv very fascinating about the Orvis Brothers 
account and which goes back to the first point that I made, 
which is that this is a case of good faith and no fraud. 


21 I 1 
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Who were the big buyers at Oreis Bros., buying 
their Tioneer stock from Alan Segal? The big buyers were 
Hyman Freedman, Edson Structures, Jack McCarthy, Nat 
Furber, Daniel Weiss, and Robert Meyer, who bought 200 
shares, Bonnie Kroll. Have any of those people testified 
in this case? Jack McCarthy, 5,000 shares; Hyman Freedman, 
a thousand shares and then 1,500 shares. These were big i 
buyers. Did the government call then ns witnesses to 
testify as to what induced thorn to buy Pioneer stock? 

Is there any evidence in this case whatsoever that Mr. 

S-qr.l rwco any representations to th.om throiah false, I 

o: r agge rated, or whatever, stories about Pioneer stock? j 

There is a complete .rbnence of ^roof on the most significant' 
purchases of the stock that the oovornment has proven no 
fraud ’ I,0rgan Kennedy. No connection with Mr. Segal, no , 
evidence about it whatsoever. Hroronic Planning. I will ! 

s.av seme thing about Mr. Karfunkel in a few minutes. But j 

let mo first address vour attention to this. 

Wo had Mr. Clegg make a comment that Segal told 
him that he was controlling the trading in Economic Planning, 
Put wo did have one thing from Mr. Karfunkel when he took 
th- stand. We were able to establish — and when I say 
v.'," 1 am not saying that I brouaht it out or that Mr. 

.° r ,jro, 'I ht 3t cut: T'n simply saying that the evidence 
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came out through their witness' testimony that his firm. 
Economic Planning, had been trading Pioneer stock since, 
as I recall it, November 3, 1969, for about two months 
or more before he o/cn met Alan Segal. Now, that is the 
testimony of a witness with personal knowledge of the eventsj 
Certain other testimony of Mr. Karfunkel, I 
submit to you, was n complete fabrication. But the testimony 
that h« gave to you about trading Pioneer stock wholly 
independently of Mr. Segal for two months directly contradic 
Mr. Clegg's hearsay, speculative testimony that Alan Segal 
was directing or controlling Economic Planning. And more 
importantly than that, Karfunkel's testimony about his 
trading of the stock at a profit when hereallv didn't know 
very much about the company, he war trading simply as a 
market, maker, as it is called, establishes that there was 
activity in this stock, substantial activity, indeed, almost 
all the activity in this stock that really had nothing 
whatsoever to do with the defendant Alan Segal, nothing. 

r.P. McDermott & Company,a major firm. Any 
connection with Alan Segal? Zero. 

V. . Matteo in the pink sheets, November, DecemberJ 
the nink sheets even at the end of December. So we don't 
nee what was happening in January or February. No con¬ 
nection with Mr. Segal. Nothing. 
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L. D. Sherman. No connection with Mr. Segal. 

Mayer & Schweitzer, a very interesting item, 

the correspondent firm for Grimes, Hooper, where Mr. Clegg 
was rolling out stock through Jay Walker, a nominee, con¬ 
trary to his sworn testimony to you. Michael Clegg, not 
Alan Segal. There may have boon other trades with Mayer & 
Schweitzer that had nothing to do with Michael Clegg. But 
one th'ng we are sure, there is no testimony in this case 
that Mr. Segal hid anything whatsoever to do with Mayer 
& Schwoitzer. 

Gardner Securities. This is Michael Gardner's 
company before it went out of business. As I recall his 
testimony, he didn't say that Alan Segal had anything to do 
with Pioneer before he went out of business, and Mr. Segal 
let hirt use his office space at a time when he was having 
economic difficulty. 

M. J. Manchester in the sheets for two days. 

And there was one witness, I believe it was Mr. Schlager, 
who testified to the purchase of some Pioneer stock as 

a result of a conversation with Mr. Segal. But we know 
all about that. We have covered that. You have heard Mr. 
Schlager's testimony. That was not a fraud; that was not 
art ificial. 

And, finallv, Mornblow^r r x Weeks in the oink sheet? 


■ • r* 
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briefly. That may or may not have tome connection with 
the fact that Clegg and Acton initiated a series of trans¬ 
actions that resulted in the sale of stock through Horn- 
blower S< Uceks in the early part of November, 1969. It 
may have some connection with that. There is no evidence 
of it, and there is ro evidence that Mr. Segal had any 
connection with this whatsoever, with their bein'-' in the 
pink sheets. 

So all we have in this case, ladies and gentlemen, 
is testimony that Segal asked Mr. Schiffman to take the 
due diligence file, which Schiffman testified was this 
file, of Pioneer Development Corporation to a broker. Mr. 
Schiffman testified that he took this file to a broker, 
that he suggested that the stock open at 5 and 6, and the 
broke-' opened the stock at 5 and 6. 

Now, you can see from the testimony of people 
like Karfunkel and others that there is no magic in the 
numbers of trading of these stocks. They are traded by 
these market makers without any particular reference to 
the inherent value ol' the stock or anything else; they are 
traded as a number. 


t h is 


But the most important thing to remember about 
■shat a bid ar.d asked is just an invitation to tradej 


It do- sn’t mean that rnybody is going to bi>y Pioneer 3 tock 
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i 

i 

unless there is an independent demand for it. There have 


3 

to be people somewhere who become interested in the stock 


4 

1 1 

and vant to buy it. And the fatal defect in this case 


•> f 

and the rerren that the evidence is to the effect that 


i 

^ i 
! 

t' n ° rc was no artificial inflation of anything by Mr. Segal 1 


7 1 

i 

1P that thrro is no evidence connecting Mr. Segal in any 


o y 1 

oo.gmf?.cant v/ay with any of th* - * independent demands for 

I 


o i 
1 

this stock./.hat we have is an isolated transaction at 

i 


10 j 

Karon, and on top of all that remember that we are dealing 


n 

with charges that require an intent to defraud, an intent 

I 


12 j 

1 

to deceive, evil motive, bad intent. 


13 ; 

b’hat did Mr. Schiffm >n testify about a 11 of this? 


14 

Mr. Schiffmnr testified that he was Mr. Segal's attorney, 

li 

that he also conducted some business transactions far Mr. 

1 

15 

1 

16 

Segal. But he acted in a dual capacity, and he testified 

li 


17 

that he was an expert in th° area of securities law. What 


13 

1 

die Mr. Schiffman say when I asked him whether he ever told 


19 

20 

|' 

Alan Segal directly or indirectly that there was anvthing 

l! 

illegal about the transaction at Karen & Company? He 

| 

1 

21 

said he never made any statement 4 Mr. Segal that there 

jl 


99 

t 

was anything illegal or improper out it. So we have 


23 

“ r * Segal bringing his cv;n attorney into the picture. And 


•> • 

hasettorney doesn't waive any red flag and say, "Wait a 

• 


< 25 

minute, there is something hore about Karen A Company that 
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is improper." That doesn't happen. And if there were a 
fraud it would have happened. 

17ow, what is the other element of the government's 
attempt to show that Alan Seoal wan involved in artificially 
inflating or ices? First, let me just address myself to 
the simple fact that we are all going to enter this case— 
you are go’oc to enter it in your deliberations — with 
a very realistic view of hindsight. And like many other 
thousands of companies that at one time were thought to 
have a good future and then were not profitable. Pioneer 
development Corporation ultimately turned cut not to be 
profitable. 

17ow, Mr. V.’alker would have you believe because 
that turned out to be the fact, that the prices at which 
it was trading in in the over-the-counter market were 
necessarily inflated, but that is not true. Prices are 
negotiated among brokers and dealers on the basis of the 
knowledge that they have about the company and about the 
market at the time that they enter into their negotiations. 
3ocause of whatever factor we don't know, ultimately | 

Pioneer was not able to be put into ooeration.But you will 
not accept for a minute the proposition that because 
ultimately the stock proved to have little or no value, 
as a number of other witnesses testified, they are still 
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holding the stock and there is no market for it, that ( x n't 

I 

mean at the time it van being traded it had no va’u *’~ 
that in understood in the marketplace; it simply me^n. that 
it was being traded on the basis e* the information then 
available. You hnv" a goodocrt of that information yourselves 
in the form of evidence through testimony and documents. 

So lot's -1 brain ate that part of the alleged 


fraud or artificial inflation* The rimple fact that th£ 
stock dropood later is not evidence of anything artificial. 

Let's go to that part of the government's case 
that you might characterize as an attempt to establish 
a manipulation or an artificial inflation. Who are the 
witnesses that had been called in connection with that? 

First of all, you have Burney Acton, who testified that 
Mr. Segal told him not tosell shares after he obtained 
from shares for trading to ooen the stock. Now, Mr, Acton 
tried to get you to believe a story here which was patently 
untrue, which was that his motive in going out to get 
potent loans by starting the movement of the Pioneer stock 
out in the west, ultimately into in Ilomblowor £< Weeks in 
Denver, that that was motivated by the fact, that Mr. Segal's 
check for S?. 0,000 was returned for insufficient funds. 

Mr. Acton tried to mislead you about that, ladies and 
gentlemen of the jury, because the debit advice was only 
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jscvo'l by the bank on November 17, 1989, more than two 
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woc,.s after Mr. Acton started the movement of that stock 
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to get loans or whatever it was, and then ultimately the 
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.^o k was sold. The fact is that there is nothing credible | 
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in Mr. Actor's testimony to lead you to believe that there 
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was any aorcer.ent not to sell anything. The most that you 
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coul- conclude, if anything, from his testimony is that 

■ 


9 

i 

ji 

they n-*le a representation to Mr. Segal that they would get 
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leans, and that, of course, would involve not selling stock, 
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but pledging stock. 
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Mr. Acton, you will recall, has pleaded guilty 
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m the case, although he could not really tell you anything 
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concrete that he had done that was wrong. He stated he 
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plca- ^' purity because h- was guilty. Eut here we have a 
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co-cons r iratcr, an accomplice, taking the stand and telling 
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all o: you that he really didn't do anything wrong; he 
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thought the stock was free t-ading, he believed in the 
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company. Euh he is awaiting sentence. And the government's' 
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representations to the court about whether he told the truth 
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or not are going to be very important for Mr. Acton on the 
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day of sentence. 
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Michael Clegg, the second government witness. 
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obviously lied to you when I asked himen cross-examination 
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whether as charged in the count to which he pleaded guilty 
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hG h '" d SOlfl a thous * Rd “hares of Pioneer stock through 
Crimes, Groopcr & Messer in Los Angeles. Do you remember 
the self-righteous tone of that answer --Most certainly notj; 
that was Jay talker's ctoc! S ." But now we know that Jay 
Walker if he wore called as a witness would testify that 
he sold that stock for the benefit of clegg and Acton. 

You heard the testimony of Mr. Grimes that 
Clegg came to him and told him that he had a list of people 
he wa- closely allied with who were going to be selling 
out stock. And whose name is the first name on that list? 

Jay Walker. So we have a witness, Michael Clegg, who came 
in and demonstrably, really undisputedly, lied to you, 
ladies and gentlemen of the jury. Now, on that basic aJone 
you could reject all his testimony. 

ilowever, that is not all about Mr. Clegg. Mr. 

Clegg is awaiting service of a five-year sentence for 
wire fraud. Mr. Clegg is awaiting sentence in this case. 

Now, what did Mr. Clegg have to say that he did wrong here, 
as long as we are talking about Mr. Clegg? Here again 

a complete vacuum as to what he did wrong. He couldn't 

identify what he did wrong. He believed in the company. 

He said he put all that money in the mine. He was told 
that the stock was free trading. Nothing concrete from Mr. 
Clegg that Oakes.any sense out of his role in this situation. 
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except a motive to lie, except a motive to help the 
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government prove its theory of this cose, because he is 
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"cooperating." 
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I Now ' lot ne make i-t ver Y clear to you that when 
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I talk about these witnesses v;ho are cooperating with the 
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government and telling you that they have a motive to lie. 
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I ?m not in any way criticizing Mr. Walker or any other 
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government agent for presenting the case. What I am telling 
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j you is a structural problem in the way this case has been 
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presented to you. And it is simply something that we have* 
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to face. We have witnesses who do have a motive to lie. 
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| Their motive is to tailor their testimony and their evidence 
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to fit into what they think the government wants to prove. 
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| Leading questions by the government without any evil intent 
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whatsoever have a very serious effect on the psychology of 
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people like that. They tend to move their testimony in the 
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direction of what they think the government has to prove. 
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so that they come in. Clegg and Acton, and say there was 
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agreement not to sell. They know the government has to 
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prove that or think it has to prove it or has charged 


22 




it against Mr. Segal. What is interesting about that? 
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Why is that th. area of the case where they have a very ■ 
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strong motive to change the facts? Because it doesn't 
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If they pleaded guilty and admitted the fraud or admitted 
to some kind of knowing manipulation or knowing sale of 
unregistered stock, you would have one thing. But you have 
witnesses who have come in, who have pleaded guilty, but 
raid they did nothing wrong. Who have they tried to put 
it all on? They tried to put it all on Alan Segal by saying 
there was some agreement, some contract on their part 
not to sell their stock. 

Now, this business of not selling stock has not 
been proven in this case. For several reasons it has not 
been proven, one, because the witness introduced to support 
it are not credible. By the way, let me mention one or two 
things about Mr. Acton and leading Questions. He testified 
that his memory is very hazy about the events and that 
his recollection has indeed been refreshed by the government^ 
lending Questions. Mr. Clegg testified that even his memory, 
although I would say ouite selective in some areas, he 
testified that his memory was also hazy and had been refreshed, 
He fortified that he had told that to one of the attorneys 
in this case recently. 

bow, let's go on to the second reason why the 
a*lege^ agreement on the part of these gentlemen not to sell 
Pioneer stock has not been proven. It has not been proven 
because almo-t immedirtely after the alleged agreement was 
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entered into Mr. Clegg, in fact, sold some stock, it is 

aS Simpl ° aS that ' Mr * Cle ^ went and sold a thousand 
shares of stock. And, secondly, there was set in train 

thxs peculiar series of transactions characterized as a loan 
°y C1 ° 9<? and , s cton, but-which ultimately resulted in the 
sale of a tremendous amount of Pioneer stock, 29,000 
shares of Pioneer stock through Hornblower & Weeks, over 
$200,000 worth of shares. Was there any agreement not to 
sell on the part of these people? This is incredible evidence 
Let's look at the other witness. I don't think Mr. Azzezone 
needs much comment because I don't think his testimony adds 
to very much. But let's not forget the fact that Mr. Azzeronl 
admitted that he lied to the Securities and Exchange 
Commission, admitted that he lied when he submitted his 
application with respect to his own brokerage firm. He 
testified on direct examination to getting instructions 
from Alan S^gal about bids and quotes and buy and sell, , 

but admitted that only a few weeks before in the grand jury 
when asked the rruestion, "Were you ever instructed by Alan 
Segal?" Hi r answer was, "I don't recall." Although he 
certainly would have recalled it as well three weeks ago 

as he could have recalled it here today on the witness 
rtard. 

Lot me move on to Michael Gardner and Michael 
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I'arfur.kel. Mr. Gardner is a gentleman who is named in this 
case as a co-conspirator, but he told you that he has been 
promised, immunity from prosecution in return for his co¬ 
operation. He is a man who has been sentenced to a year 
and a day prison term in this courthouse. He is a man who 
has been sentenced to serve a three-year prison term in 
the Northern District of Illinois in connection with the 
receipt and disposition of a million dollars worth of 
stolen United States Treasury notes. That is Michael Gardner 
That is the Michael Gardner who admitted on cross-examina¬ 
tion that he had lied to the FBI. He sent the FBI on a 
vn.ld goose chase looking for a fictitious person. Michael 
Gardner comes in and testifies to you about a conversation 
that he said took place with my client, Alan Segal. This 
conversation is uncorroborated, except in a hearsay form 
by Michael Clegg, who said that Zubcr said that he was 
acting for Segal. But there is no support elsewhere in 
the case for this conversation that Mr. Segal was responsibl^ 
for the trio that Mr. Howard, and Mr. Zuber made out to Reno 
for this meeting at the Holiday Inn. There is no corrobora¬ 
tion for that. 

Michael Gardner is not a credible witness. Look 
at his demenror on the stand. Remember on direct examination 


how described this conversation and this incident? He 
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said, "Mr. Segal told me that I should have some people 
go out and chock out the situation, inquire into it to see 
what was going on about the sale of stock?- And then the 
shifting sands of Mr. Gardner's testimony on cross-examina¬ 
tion. I said to him, "There was no discussion of money 
frem Mr. Segal in this conversation?" What was the answer? 
*Ch, yes, there was." Suddenly Mr. Gardner remembered that 
it was about money. He simply shifts his testimony when 
it suits his purposes. 

Let's look at what the evidence is as to the 
question of whether Mr. Legal had anything to do about the 
trip that these gentlemen made out west. First.of all, let's 
look at whether Mr. Segal ever got anything whatsoever out 
of that trip. The answer quite simply is not a penny, nothin. 
Who got the money from that trip? Well, the government has 
a lot of charts here showing who got money from the trip, 
and Iwint to point out to you the conspicuous absence of 
Alan Segal from these charts. I am referring to Government's 
Exhibit 151c in evidence; I am referring now to Government's 
Exhibit 1513 in evidence: and i am also calling your 
attention to the conspicuous absence of Alan Segal from 
the proceeds of this situation. And I am going to call your 
attention to something that is on this chatt, some very 
interesting items. 
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Crocker Citizens National Bank — A.C. Enterprises, 


wire of funds, $14,000. 


Po you remember the name A.C. Enterprises? A.C. 


Enterpises is Hr. Acton nnd Mr. Clegg. Crocker citizens 


, „ . fny . r r Enterprises, wire of funds, $10,000. 

National Bank for A.C. hnrerpi , 


Finally, Government’s Exhibit 151A in evidence. 


olno with respect to this block of shares that was put in 


notion by Clegg and Actor, almost immediately after they 


had their conversations with Mr.-Segal that resulted in 


Mr. Segal's being given the shares to open in New York. 


Sono very interesting items on this. 


Fr-ney Acton, cashier’s check, $13,000. 


Crocker Citizens National Bank, account A.C. 


Enterprises, $10,000. 


c, 0 Nr. segal get nothing out of this adventure. 


hot Clegg and Acton got money. And I submit to you, ladies 


and gentlemen of the jury, that as to the charge that Mr 


Segal did something like this, you can't accept the testimony 


of a Michael Gardner unless it has some support in credible 


evidence in the record. And the evidence is to the contrary, 


The evidence is that this was somebody else's venture, most 


likely Michael Clegg, because you will remember that 


* f Michael Clegg was not at the meeting 


Michael Clegg said that Zuber came and he called 
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up Tegal in Nov; York, although it seems likely from 
Gardner's testimony that Segal was not in New York, but 
was in Miami at the time. And they went through the story 
about shares being sold, not knowing shares being sold, 
and all of that conversation. Not credible evidence, not 
credible substantiation of corroboration. 

I5y the way, when you deliberate about whether to 
be.Uev- a witness who has testified and you have a witness 
, ' l ° •‘dmiti.r-d H"r, an admitted felon, like Michael 

Gardner, you ask yourselves, "Can wo roly on this?" And 
then you ask yourselves the next auestion, "Can we find 
substantiation or corroboration for it in other credible 
evidence in the case," or, rather, "Other evidence that is 
credible as opposed to other questionable type evidence." 

And you can look for it. And if you look at the facts here 
you sn e things like that that don't corroborate it; they 
contradict ’t; they suggest it didn't happen. And that is 
important. 

Nov;, there are other things. You will remember 
the testimony of Karfunkel, one of the few parts of his 
testimony that had corroboration, had to do with checks 
issued as a result of shares purchased by him from Finkelstei 
at $1.50. Those checks — remember, this is the Mr. Finkel- 
strin or the Nr. Howard who supposedly was sent by my client 
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on an adventure out to the west to try to find out what 
happened to the shares, and it depends on what version 
of Gardner’s testimony you take, maybe to get money, althouc 
Acton and C_egg said that Segal owed them money. But 
here we have more checks. Let's look at the endorsements 
on these checks, 61 b in evidence. There is an endorsement 
that says George Karfvnkel, Michael Clegg — not Alan Segal- 
Mich e Cl-gT, the same Michael Clegg who started selling 

out -m oncer after he supposedly promised Mr. Segal not to 
sell. 
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And there is another check. Government's Exhibit 
61-C in evidence, made out to Leah Karfunkel, in the 
amount of $5767, endorsed over to A. C. Enterprises. 

Again Acton and Clegg, not Alan Segal. 

So the whole storv about not selling shares and 
about a trip out West has no support in credible evidence 
in this case. 

What is the rest of the charge against Mr. Segal? 
What does it amount to? 

It amounts to a charge that Mr. Segal directed 


trades. 

Now, you will recall some extremely vague testi¬ 
mony from Mr. Gardner about directed trades. He admitted 
on cross-examination that he had never, in connection with 
that testimony, been given any documents to try to tie up 
his testimony with documents, to try to find some support 
in the evidence for the testimony that he was handing out 
to you here in the courtroom. 

y 

lie never eVen attempted to do that. 

And there is testimony of Michael Karfunkel. 

Now, you are the triers of the fact. You determine the 
credibility of witnesses. You saw Michael Karfunkel on 
the stand on cross-ex-mir.-tion. You heard Vi > sav that 
there came a time in 1971 when he decided to tell the 
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u hole truth to the Securities and Exchange Commission and 
that he talked about Pioneer Development Corooration at 
that time, and he testified that at no time during that 
conversation did he mention one word about back-dooring or 
about directed trades. 

Mr. Karfunkel is a man who was promised immunity 
in this case. He is a man who knows he will be prosecuted 
if his cooperation does not work out to the satisfaction 
of the Government. And Mr. Karfunkel, I submit to you, 
has given you incredible evidence, incredible that you can 
and should reject about alleged conversations with Mr. 

Alan Segal about "back-dooring," conversation corroborated 
not by any objective evidence In the case, not by exhibits 
or documents, corroborated not at all, but dovetailing, 
dovetailing with the testimony of a witness who was even 
more incredible, the witness Michael Gardner. 

Now, with respect to this charge of manipulation 
or fraud or artificial inflation of prices, there is a 
chart that the Government has introduced showing sales 
of Pioneer stock by Alan Segal. The chart doesn't purport 
to show who bought the shares or whether they were misrep¬ 
resented or anything of that, and we have cone all over 
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that and wc don't have to repeat. 

Another important thing the chart doesn't do, it 
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doesn't purport to show the overall profit and loss situ¬ 


ation with respect to Mr. Segal's trades in rioneer stock 


so that it doesn't really or it isn't intended to prove 


that he made or lost money on these transactions and. 


indeed, whether ho made or lost money is of no importance 


„ r of no sianificance in the overall posture of the case. 


Mr. Segal also purchased Pioneer shares during 


the period of time, as some witnesses as Mr. Ben Cohen, 


Mr. Schlager, Mr. Aymos have told you, demonstrating his 


belief in the company. 


So there is no credible evidence here of any 


artificial manipulation, any artificial injection of value 


and, indeed, the testimony that was offered, even if you 


accepted it at face value, really amounts to nothing but 


ambiguities and vaguenesses, because directed trades were 


described to you as trades that take place outside of the 


irketnlace and a directed trade, if it constitutes taking 


a buyer who wants to buy shares and finding a seller and 


putting them at the same broker, that depresses the market 


in a stock because it means that the demand for the stock 


from the buyer is not spread out or generated over the 


whole market causing possible increases in the asked price 


amonc the various broker-dealers 


A directed trade, in other words, has one of two 
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effects: 

It can avoid either raising or lowering the 
price of Pioneer stock. 

And there is virtually total ambiguity in the 
testimony as to what effect these so-called directed trades 
had on the market of Pioneer stock, whether they were buyers 
conning into the market who were directed to sellers or 
whether they wore sellers directed to buyers. 

And there is no corroboration from any ofthe 
buyers or the sellers. 

I asked Mr. Karfunkel whether he ever talked 
to any of the principals of any of these companies, whether 
he asked them whether Mr. Segal had been in touch with 
them to put them in touch withthe broker, or Mr. Segal had 
done anything in communicating with them, and the answer 
was no. 

.And the Government hasn't offered you any 
corroboration whatsoever for this testimony by calling any 
of the buyers or any of the sellers. 

There is a long list of names that Mr. Karfunkel 
read off. He was sitting there in this chair with, as 
you will recall, a sheet of paper in front of him, saying, 
"This is directed. That was directed," and so on. 

But that is all we have. 
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V7e don't have anybody else 
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to support that, nothing. 

Mow, I would like to address myself to the last 
nnrt of this case and the one that I think will present you 
with the least difficulty in your deliberations, which is 
the charge of wilfully and knowingly selling unregistered 
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stock. 

Mow, you will recall the testimony in this case 
from the Government witnesses and in the category of 
Government witnesses I include Mr. Acton, Mr. Clegg and 
Mr. Schiffman, to the effect that this company was differ¬ 
ent from a number of other companies, in the sense that 
it had shares issued prior to 1933. It had a large share¬ 
holders list which has been introduced in evidence as a 
Government exhibit and which reminds me, by the way, just 
going back for a Monent, about the charte that Mr. Segal 
war, conspiring to manipulate or to fix prices or to inflate 
nriccs in this case; this reminds me of the testimony of 
two of the Government witnesses to the effect that there 
were preexisting shareholders still holding Pioneer stock, 
who were free to sell it on the open market. There 
couldn't be any control of those shareholders in this 
case. There couldn't be any realistic manipulation or 
fixing cf the price because they had only acquired a portion 
of the shares, nerhaps 30 per 


cent or less. 


The other 
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shareholders were free to sell and, secondly, the fact that 
Mr. Clegg had a group of close associates who not only 
could sell hut did sell these shares. 

So, nanipulation is not only proven, but is 
proven to be unworkable and absurd as an interpretation 
of what happened here. 

let me go back to the shareholders list. 

Every Government witness testified in the case to an under- 


4 I f ’ standing that this company, which, in fact, Mr. Grimes 

* ] 1 'I 

„ . referred to in the jargon of "a shell" -- what he meant 


was something that ail the witnesses have echoed in various 
forms- the belief that because the company had been 
incorrorated and its shares had been sold prior to 1933, 
that those shares could be resold without the necessity 
for filing a registration statement wih the Securties and 
Exchange Commission. 

New, let me direct your attention on this point 
specifically to the testimony of Mr. Schiffman who testified 
that at a meeting in Los Angeles at the Century Plaza 
Hotel there was a conversation with an attorney, and who 
was that attorney? The attorney was Mr. Frasier. 

Mr. Frasier was the atotrney for Pioneering 
devel ippment Corporation. If anybody was in a position 
t 6 knbw whether this stock was the type of stock that had 
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to bo registered with the Securities and Exchange Com¬ 
mission, it was Mr. Frasier, and .Mr. Schiffnan testified, 
the Government witness, that Frasier said to Mr. Segal, 
on that occasion, that the stock was free trading. 

Now on that testimony alone you can and should 
acquit Mr. Segal with respect to the unregistered share 
aspect of this case. Cut there is other proof on this. 

It is not only Mr. Frasier, the company's attorney. 

Mr. Acton testified that he was told that the 
stock was free trading by Mr. Hayes Schaeffer, and you 
will remember the testimony of Mr. Knigge who said that 
Mr. Hayes Schaeffer is the president of the transfer agency, 
so the transfer agent, Nevada Agency & Trust Company, told 
Mr. Acton that the stock was free trading. 

There is nc witness in this case who testified 
to anything else but that he thought the stock was free 
trading. 

Nov;, in conclusion, let me remind you of certain 
things in deliberating about this case. These are serious 
charges that the Government has made and failed to sustain. 
This is not a bad check case. 

Mr. Segal isn't charged with giving checks lor 
stock and then not paying for them on time and having to 
be dunned by stockbrokers or creditors to net payment for 


I 



l * 
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his checks 


It is not that kind of acase 




19 ■! 


Mr. Segal isn't being charged here with violat¬ 
ing a civil injunction that Mr. Schiffman testified was one 
of the things that he discussed in connection with the use 
of nominees. Indeed, this is not a case where the use 
of nominees is evidence of any intent to defraud whatsoever. 

You will recall that Miss Zahl testified that 
Mr. Segal never told her to keep it a secret that she was 
his secretary and his nominee. 

You will recall the testimony of Mr. Kostos, the 
broker, that he knew that Miss Zahl was Mr. Segal's 
secretary and that there was nothing illegal in the trans¬ 
actions that occurred at Orvis Brothers. 

You have, ladies and gentlemen, what boils down 
to a case of complete and total good faith; good faith 
in a company that came from the mouths of the Government 
witnesses; good faith in the belief that this was not the 
type of stock that had to be registered with the SEC and 


j that the stock was freely trading; good faith on the part 

; )' of Mr. Segal who whenever in a rare situation that he was 

~ l| 

"<*> i dsked questions about the company answered them truth¬ 


fully. 


You have, in sum, a case in which not a single 


cr.fi of these serious allegations has been established by 
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ary cvodib 1 v evidence, and so I submit to you, ladios 
.-•^d mention s of tho jury, that you will qo into the jury 
r oor end you will anply your common sense to this testimony; 
you v." II .' ' o’: at these witnesses and you will decide; 
would I make an important decision in my life based on that 
testimony i/.noss it was corroborated? 

You will look at all th evidence in the case 
and you wi1 * conclude that the evidence establishes sot 
only that the Government has failed to prove beyond a 
reasonable doubt, but that the affirmative in the esse 
establishes Mr. Segal's complete innocence of these charges, 
and you will return a verdict of not guilty, I am confident. 


on rli count' 


We will taKe a. short recess at this 

'or't dismiss the case at this point. Wait 
until you have heard evervone'e summation, including the 
Government's and the Court's instructions, and then you 
cen discuss it. 

! GCO SS•' 

MY. wnUMV . Wit i your Honor's permission, 

• reman, ladies rnd gentlemen c c ti e jury, Mr. Walker 
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'iu:*t, I •.ant to i.h 

3 

1 

in the care. 

It hasn't boon 

i 

it !r s been 

lone. There hav 

“ , 

to you 

" I know it hasn 

e 

r 

ew, the case ended 

1 ’! 

thru/lit it ’ 

•"•Uva and I guess 

H i 

9 

hone vou *.;il 

"or give no if I 

* ha ve r 1 .>• ' 

2 paces of notes 

’0 

ny surma tie ■ 

and I just went • 

11 

the evidenr- 

is in in she case 

iL 

gc ir •" t) 

...earing — ycu huvi 


vj lor your attention 
>ng as we expected, but 


me is in m ;ne case and rroirt here on you are 

acir" t) 1.earing — you have hoard some lawyers talking 
tr r ' yot and veu will get a chrrgc iron the Judge as to the 

1?w - ONLY COPY AVAILABLE 

‘•ow, it is very important, I thin];, on behalf 
of ny client, Howard Finkelstein, to me, that you separate 
or idor.ee and proof in this case from lawyer's talk, and 
that means me, too, and that this case is decided by you 
jurors on the evidence and legal proof, not what someone 
says ■••ou ought to think, would have, could have, should 
have, "'1 c’ht have hapneneds and must have happeneds. 

That ; c no* - .evidence. 

*’cv, I ar qoincr to <~o bad. to that word, and I 
hops bon • boro ••••• i with but ft is the kev to the 

case ‘O'l ’v : avrlvirg I'ownrd Finkelstein . It is the key 
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to the defense and it has cot to be the key to the 


i nrosocution. 


D'-v, it is the facts and the facts alone that 

.iavr to dec:.'. ? chis c-r ee r nd you, as jurors, are the sole 


re of 


acts 


Her', people say that you are judges, but you don't 

-.’car roi'oc . 

h'ev’, I wa ■ +- to te.'d. about the facts. I want to 
ta" k •'bout the evidence in the case. 

r irst, you have act to realize that almost every 
drop, eve- '’arc, every document, everyth ing about this 


case "OOP b-*ch almost five years. 


be arc back now in 


11 ,i 


December of 19 r 9, just about Christmastime, because that 


it t'-o time chronoloqicallv when you first hear the name 
Howard oFinkolstein. 

bow, hindsight is wonderful. Everyone has got 


20-20 hir..lsicrht. 


If v;e look back we know exactly what 


wc should rave done, what he should have done, and what was 


- --j .a--. 


d \ at was v/rona . 


it, in December c T. 196° vou wi‘v find Howard 


kel rtein talking to ‘lie :w! Gardror. 


‘hat is the first 


b: r. name is menlw onod n this case. 


vid'” o, t:he or oof : n the case is that 


•; * 1 . ^ 5; o;:: •. * \ 


r.hov Iip.iI dinner toqethei 


ONLY copy /!!/„„ 


ABLE 
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v:it-h their vi os; and Gardner asked Mr. Finkelstein to 
fro to '.-.nr r ov Mr. Social. 

f^rr.t tine that ho is in this scenario here. 
’ he: o ■ tb *n, .lots o things have unopened. 
Vow ^ ' : 'iie o’- '.dor.ee - ad you have heard all the 

proof. "" '.itnesses have testified right here what 

hV' ' £ hr \ in '69. the boainning of the year, into the 
summer, and a 'or ge ’.hi net stock and their buying it from 
neoplc oho iv'od to h:"'e stock, and they start off this 
company, end they have cot some kind of an oction with 
peon 1 bu -1 i' u* landing strips in Southeast hsia and a 
mini b; he factory and. a mine. 

Nt:, let’s look at Mr. Gardner and what he said 
and what the evidence that he gave to us really means. 

Mow, Michael Gardner was a man in trouble up to 
his reck. and that was as c 1 ear as a crystal. There were 
case- needier. There were sentences that he had where 

his life, hr liberty -- not money; a lot cf people 


test.; f \ od 

here they lest m 

or. ay, but 

Michael Gardner was 

on th-_ o. 


t , v;herc 

ho is going to spend 

the r.rvt 

f-M or there or 

two years. 

either walking around 

j 71 rp- c, '• 

rent or in -::e i 

a’. 1 , is in 

Mr. VIr. 1 her • s hands . 


:he i'T v;re> car 


>V, . *- 


"You one'*rated with 

Okay, it roes 


"Oi: ••riouj.d. 


° NLY COPY AVAILABLE 
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to your credit." 

y i j vg years, four ''oars, three years, it will 

V, c q r t 

• - r, ~ , v. have not Michael Gardner there with every 

sinnlo trotiv. tJ.on to help the Government in their case, to 
sav whatever :im Government wants hir to say or what he 
thing s the' .-art him tc say regarding the defendants in 
♦•his cane. Go motivation f cr him to help anybody in this 
case, and he says a lot of bad things. But what does he 
say about Mr. Finkelstein, this man who has got every 
motivation to help the prosecution? He says he knew 

him. He said he asked him to go out to Rer.o to help with 
a problem and that they went no Segal's office and he 
deesn't know what happened after that. 

Mow, can you believe that this man who is 
strainir.c in front cf the United States prosecuting attorney 
to she" he.; he is helnful is not going to wrack his brain 
and pie cuv. anythin'• he can if it er.ists to help the United 
elates Pttornev? of course he wracked his brain, and 

•hat he erwe up vi,..h, whot u .-> told here in court was that 
h--> Mr. Finkclsfe! r . o ;o to Reno to solve a problem. 

Mow, we ire st-11 in December o' 1969, in 
U'nja^y of 1069. Uhen do you no:;., hear asout ny client? 

Hr* n 1 of Rc-no. i'o is at a nine. Mow ,ie has 


•hat he crv'c 


f 





JA1221 


1071 


r 4 ->■ * *c''iG' r ’? ooonle ’■ l*o warat this noeting 

,, h'-twccn the '.;rt Coa~t pc-onle and tie Fast Coast people — 

/ b:-"aerc there err two ground here, no question. 

- ! Ac‘«n <at- r ,or<a o it Kant -- just to hoar thorn 

r talk vou knothe' are different — and you have got Gardner, 

- Mr. Geaal, .\zzc ror.c; they arc the New Yorkers. 

8 !i tn! ’ ere is Mr. ’’inkelstein. He is at the Lone 

9 Trro -nine rad it is I960, December 1969, and the price of 

< mercury is very high and there is Howard Finkelstein, and 

11 f he sees not []ust a hole in the ground, but this is a strip 

12 nine situation, and Mr. Buttram is there and Finkelstein 

13 sees there things. 


15 |) 


i 






':4 


i i 

it 

8 ) 


1(1 l| 

„ i 

»! 
I, 

13 

I 

14 

15 !; 

i 

16 


18 


’9 


20 




22 


*■* I 


1072 

~ JA1222 

*‘ US is nOL pi - in thc s -<v? this is not blue 
" t,Uf d °° sn,t Kv ' ap anything, just talk, a bunch 

^ ^v:. in , b„il,r room. Thin in a mountain. Tie arc out 

. lev h.\g is it? You hoard Clegg, the government 

.' n °‘ r ‘ V v;itnc " r » hot r. defense witness # Hr. Clegg 

3 "- d 1 "•** hira " f no idea - " Is it a hundred 

acres? 50 acres? 50 acres? More?- He said, "This is 

a whole mountain; this would not ho depleted in several 
lifetimes." 

December, 1969, and here is Howard Finkelstein 

ou'- there. 

*ho r -s an allegation in the indictment that 

S,y * tKlt - :cv&ra Finkelstein was not regularly employed 
at that time, tra j assume it is piJt in thcrH to show t|wt 

he vat a --- guy in tome way. But it it hruThe government 


i 

■ 

t cid it., rr.o 

it is t~i’‘ 

| 

II 

1 . 

uhrnc n **' *" 

he meets ; 

I> 

1 

Cloy, : *! o h a 

doctor 

fi 

rnd th- 1- 

r ' 'itram. 


C CU Id — - ' r • -n . 

ever, ’ic 

<1 

ho did «:.iv — 

I didn't 

i 

'•hro’v '— 

V did : e. 


r*oj.r^ »**c- j-' 

typo ■■ P 

'i 

1 

r r d ? r ' , z r r-,nd 

otV'r ?'■ i 


it vas r t--ngoed. that Buttram' 


it 
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■ ' -Zl. Wwr« for. 00010,1 St. and they dug holes 

’ !| ‘ h ° y £t ' — -V •»!. opinion this had great 

ooariMlitie:. No». the fire flopped. And as we look back 

• C\7 T ' •'> * ' r r * 1 On l • i • 

1 - " 20 h '"d=ight, I can just hear Mr. 

C -■ 

' sav'nrr "mhir _ • u 

- f ^h..e. mine never mrde one cent." K e is 

. q ° UR!, °' ° nt ' Cent - Kow > a l°f of people inves 

l! ^ CCT ” nnteE " nnd •* **• ^ U ve look at the Times 

l ! 7; 5 ’ day " ^ P« American Airlines, 

1( 'j ^ 1 l0S ' nq a InilUc ’ n dollars every quarter, every month 

12 j m *' /b Et " ?,0plc ars b «ling the stock. T t has assets, 

)3 J ° £ h ’ ,t U ” l0Sin5 no "«V- These are investments. 

„ t,if ° J "» * «“ * Hopes, and hope is a very 

„ j P °’ Wrf ” 1 ”' £l ' MtiCn - *> a lot of things when they 

J ij hCPC * W “ t ''“" hOP ’ ” a3 « this hope some dopey kind 

of be7.:.Of U ■ 

i c.. y... ,0 v. he L- prudent or anyone who is 

l* 

-* O., w.h .1G *** n^f L, _ . - I - 

18 r nct hn - *”***- Kr - Walker had time to 

pv.estirn i:r, Bnttram. , 

j; P " r - d ~ dn - hear one word, not 


ij 

3o j 

one word ccn 

0 yOU in t ‘ ,i - courtroom that Euttram 

is 

. 

anything but 

inp per cent legitimate. He is n man 

who 

ii 

has devoted ! 

’ J ~ ’ ir ° -o Ihce kind of things. 

He 

1 , 

23 ! 

said there *. 

p oss l b 1 1 1 3.e r „ Now, life in made up 

of 

25 

r^orahilit i.-v 

red n—sibiliti^. We all hope we are 

going 


to he r'r.v: ->h’J ,, 

. J ijJ ' 011 «-» & •- in certain 

thine*. Hv-r-or^ ir ♦ , 

jr " hac foiled at something. 
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That :t. net the c.r in.!' here. The min- failed. Nobody made 
any money. People lose money. If the mine hid been a 
success find everyone made money, there would be no trial; 
no ere vould have cc.iplained. The stock would have gone up. 
If the nine had teen terrific, v:e would not be here. And 
our 20-20 vision 3ays they should have realised the mine 
needed more capital; they should ha^o realized that the 
price of mercury can go up ar.d be high and can go down and 
bo low. 


Nov f , Finkelstein is out there and he sees this 

mine. And thic is real. .And then the next thing you hear, 

”r. Finkolr tein is lr. Nov; Fr.rk -.rid is trading fur coats 

f-"~n ?tlan Civnt, Hr. Actor? ’s stnckr. That is important. 

It was Acton’s stock.. And there is :-lr. Zuber there. 

Few, Alan C-ant had a motivation, too. He said 

that the vh»”o worth about ^15,000. Ha put a bill 

of $*2,700 c . it because h*> knew it war a speculative 

'•t'-ck. I’o '.’anted to mark it up. I don't really krow 

whet, hie mot' ration "as. Z V^wc that for you to judge. 

Ht* the rn t -^'ult all o'* this ir. that Alan Grant gets 

no* 'lhif’. be-.* are h’.s - r - -rn coats, and all he has is his 

stock. n it goe3 down, ar.d, finally, it has not value. 

So according to hir. testimony, he ir out $1" ,000, and when 

v 

h*i gome.: 


*$ 


i.;o court i.e ; dr?r.: * f ies Howard, I’r /ard Finkelstein 
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i 
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“ cr ' , » is he tho kind of man who if stuck for 
$15,000 is likely to bend over backwards and say nice things 
about sonron- or emit saying something harsh, something 
punitive ..gamst someone after he has been stung for $15,OOo|? 
Of course rot. And Alan Grant said that Z UDer v:cs there. 

He called his broker to check. Now, that is <ery significant 
He dors not say, “okay, I will take the stock because you 
are such great talkers; you conned me into this; you are 

terrific; here are the coats." He calls his broker. Yes, 
the ntrr’ being traded. 

- O ’, the nc*;t * l . that • ou hoar in there is 
a tec ;ipt, and for some reason Zuber gives r.n option so 
that Zur.r can buy the stock b a ck. And it is witnessed 
• h V Bob Hot:ard on the receipt, Howard on th.~ option. 

”t -ays here in the indictment Hazard Finkelstein, 
also known r .s r.obert Howard, nob Howard. He is known by 
tnat. lie tic-s it :*n business, i went into it when I 
had r.” opening to you. rcc-Je know him by that name. 

?:o-, let's be ror.*--noble. If yy believe or if 
yo-j k-w, that you ar- srlUnr phony stock, do you tlqn a nam<} 

pe ° ?lc ,:now y° J b y ? Or do you sign Joe Blow and say, 

f 1 

"I will never ,ee th - gtv again," am' out the . ->o r . No. 

/or hive a-rr it. It in <n evidence. J> ri-jm hi= name. 


^OliTHCRN 0’S « T (. JLNT 4r.P>.(lTCRS 


O' RIH j r b* 
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Why is that? 

Ilore is the stock. Pioneer Development stock 
that you heard so much about — 

Could I have one share, or, rather, one certificatle, 
pic ace — here is the certificate of the 100 series. I 


picked this right off from the top. Now, it says Pioneer 
Devoir rvent Corporation, md the name here is of someone 
who h*»r cot beer mention id, Carolyn Raynor, There is a 
seal on it. It says Picnoor Development Corporation, 
incorporated :-’ay, 1013, Nevada. There has been all kinds 
testimony n this ease about this stock not being regis¬ 
tered, and there is a document from the Securities and 
Exchange Commission cl the United States Government that 
this stock was not registered. But I didn't hear — I 
don t knew if you heard it — anyone who said in this case 
that by law this stock had to be registered, or anyone who 
came to you and said in this case, testified and swore 


under oath and said, 'I am an expert and in mv export opinior 
this stock, although it bears the seal 1918 incorporated, 
had to bo registered, was not exempt under the grandfather 
clause, which means anything before the passage of the 
securities and exchange law. I didn't hear _■ nyon<» any that 


In my e:*or>rt opinion ^h is stock had to be recistered." 


• 1; " : CCURCi . Ne-wnun, that is a matter of low as 


li 
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to which I will charge the jury. I would not let any 
witness so testify in this court. That is a matter of law. 

’■ f R. NEWMAN: At any rate, three witnesses testified 
who were employees of the Securities and Exchange Commission 

V 

and one of them was a lawyer. Hindsight. Dy hindsight we 
can nil see problems when the stock was going to be bought 
up and sold to other people. And you will probably hear 
that this was a reissue and hat when it is reissued, even 
:.f it is exempt under the grandfather clause, you got to 
register it. And registration makes sense; you want to 
protect the company. I am not saying this stock should 
have been registered or should not have been registered. 

>1.1 I say to you is that r.c you look at the proof and the 
evidence in this case and you go back to 1969, should the 
averaoo person looking at this stock and hearing what Howard 
rinke1 stein has been told, would he suspect that this stock 
can't be traced? And he traded it in the classic sense of 


a swan. 


Now, when you deal in stock you ought to be 
careful. Bet, more than that, here a bank in Waltham, 
Massachusetts, a witness came from that back and said he 
is an employee cf the bank, the successor bank to the bank 
v'::ch to~k "icneer Ezvelooment stock as collateral for 
a lea-. - f ed thn; n n, "Was Mr. Gardner or Mr. Segal 


I / . 


I 
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13 ! ; 


23 ;l 


all nustoners of your bank? Did you know thorn? Was this 
taken as collateral for a loan because of acconmodation 

I 

arc*, you knew them?" Ho says, "No, no record in my file 
they had ever done business he^e before." 

Tfvn you have got the transfer agents; you got 

I 

Ilorn'lower v Weeks; you got huge stock brokerage firms, 
and they ar- trading in this stock. And here is Howard 
Fankelste in in January of 1969, who is giv^n this stock. 

Ho cones to New York City. He gives it to Mr. Karfunkel, 
takes back a couple of checks. Ho signs his name on one. 
Bob Howard, the name is known by. I r you are going to steal 
or cheat or he involved in something phony, you don't put 
the name that occpl -> know you by. If you wrote Joe Blow 
or something like that and got someone else to cash it for 
you, that is ronethine else. But every one of these checks 
-*■' not thrown away after ycu sign them. V7e all know that. 

So when you look at t' is and you take it in context and 
you see it for what it mans, there are two sides to it. 

And with good old hindsight, we can sav, "Hey, he should 
rot have done it." Put with the totality of everything 
that is going on you ; ave got to say that the average person, 
not a stockbroker, not a lawyer, but the average person, 
ronecc o you might know, would ^ertainlv 3ay, "Hey, 

' h ! r is go''1.‘” 


v 
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:-r. Fi.nkelstein is accused of being a conspirator, 
along with other people in this case. And t have just 
gone over the evidence as T recall it. Is he? 

T .hat doer Clegg say? What does Acton say? 

Wolx, Arton was the first witness. He has pleaded guilty 
in th~o cn.jO r.no ho has said ho wi31 bo sentenced by the 
-]vdge in this cso. Ho has told us that dopendir.g on how 
coo,-orates, Mr. Walker nay or nay not make a recomnenda- ‘ 
tron. re expects that his accommodation will be weighed, 
•’hicn is v;hat every witness says here as a government 
witness who has cases against him, which is normal and 
understandable. 

New, you have got Eurney Acton, the vice president 
of this company, coming here as a government witness, 
having pleaded and awaiting sentence. is Burney Acton 
going to loan over for one of the defendants and displease 
the government bring : ng him here as a witness? is he going 
to try to help the defendants? What is his motivation? 

To save himself. He is going to cooperate. And he also 
’/racks hir brain, "What can I do to cooperate, to help 
the government convict these defendants?" what does Burney 
acton ray? He met Mr. Finkelstein and they became friends. 

Po brought him out to the mine. was with then at the 

n*lldo 2 «' o, saw them ’’irking, raw al« the things that Mr. 


if 

il 








0 


b3 




11 

12 


13 


14 


’5 


13 


17 


18 

19 


1 

i i 

I 

if 

II 

i: 


i 

i 


20 


M 


22 


23 


I 



25 




i 

l! 


J A1230 


1080 


I 


mm h 9 

Buttram verified. Was there one word from the admitted 

I 

conspirator?" All he had say is, "Yes, I told F inkelstein 
about this; ho was with us." That is all he had to say. It 
would help the government's case, put him in a good light. 
Did he nay it? Hr did not, although there was every 
motivation lor hit, to help the government's case and say it. 
Ho didn't ray it because it didn't happen. 

And then Clegg, the president, who not only has 
ol '-ded guilty in this care r.s a conspirator, but he has 
got another case out. of town, and someone mentioned 15 years 


Now, when you got that hanging over your head you will do 
try thing to keep from doing that time, anything. And you 
don't lean over to help a defendant; you give the government 
ovetvthirvj you cars, because you are pleading for your skin. 
And what doer Mr. Clegg say about Mr. Finkelstein? He 
was out there; he saw him, too, friendly with him; he 
war at the mine. Docs Mr. Clegg say one thing which even 
hints that he brought Mr. Finkelstein into this? I suggest 
to you that you don't go marching in alone to a conspiracy; 
you ran'I*, r 'or. spire by yourself. .And this is a government 
witness. All ho had to do to help the government's case 
was rav, "Yes, we wer at the mine. I told him what I had 


in mind." 


! o nover raid that, never 


And hero i 


a man 
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vi,c Owilty here, lie never said that. Never. 

So you have got Acton, Clegg, Gardner, all 
gcvncr.T-nt witnesses, all trying to help themselves, to 
save themselves. And they drn't say, "Yes, we told Finkei- 
stoin what this was all-about? He was with us." They 
don’t, altlovich they had every motivation to help the 


propecu 


tion ’■'ere. \ 


not saying to you that the proof in this 


case and the evidence in this case shov/s that Howard 
Finlcelsteir. is not a conspirator in this case at all because 
his roJ.c vos snail and he comes in late in the case, when 
all the stuff is done and, in fact, the stock is on its 
way down and out. That is not it, because a small piece of 
the jigsaw i.r just as important as a big one to make the 
picture. But this is not a jigsaw puzzle case. And the 
fact that Hr. Finkelstein's name is in this from Dccembea 
into February and the fact that he is with these people 
and the fact that he does things fer them does not make 
hm a conspirator, because lots of people have been through 
thwr thing; their names have been - oven from the first day 
to the last day. And you "ill probably hear it again. 

How, Walker, Jay Walker, his name is all over 
t u o nine-, right from the beginning, bought, sold, meetings. 


- e * 


? Ho. 
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1 rancmc 2ahl, look what sho did with this. Her 
nane was on stock; she bought, she sold, she was in Segal's 
4 rf ? 5 'he was all over this. Is she a piece ir. the jigsaw 

--’Tizie? Sure. Is she a conspirator? No. She war, never 
arrested, never indicted, never charged. Yet sho was working 
rhe war helping. Was she necessary for whac was being done? 

A 1 

I don't know. But sho night have beer. And she had a big 
junction in this. Is she a conspirator? !To, because there 


1C 

is no orcof 

1 

* 1 ! 

. jL 

; 

said, "Okay 

19 t* 

ii 

m." not r. 


L^t's loo.c at motivation here and the evidence 
that you have got. You got two partners; the evidence 
shows you have got ?,cton and. Clegg or the west coast. They 
are partners. That is the first thing that cane out in the 
testimony. And you get Gardner and Segal on the east coast. 
T.iev are right in the same room working together. And the 
case in effect is trying to tell you that these two sets 
o.. partners invited Howard rinkelstein into this oicture, 
got him into this deal and ho worked in this deal. Look 
motivation. You have got a stock situation and you 
got a co-opr.y that started going in August, and hero by 
December the stock i trading at $ 8 , $9 already. You want 
to bring in some guy nd say, "Here, cone on in"? Fir»t of 
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-I 7 * you v 'ant to bring in noro people at all? The more 
people in a deal the more problems there are. is the 
motivation here that they brought this man in and that he 
vas ceo o' them? Not that he did some things for them. 

A lot of F^onle do a lot of things — transfer agents, 
brokerage houses — sold, bought, registered, did all 
rifferent fcr.nds of fl ings. (They are net conspirators. Doing 
something involved in this r^se dees not make a conspirator. 

Nov, as you find the facts in this case and the 
evidence in this case you got to use what has been told 
to you, what you heard and what you have seen. I think it 
v/ns very significant in this case that the government 
closed its. case with five huge charts. I could not see them 
from where I was sitting, so I moved behind the jury box 
to se G them. Those cords showed stock, money traced. It 
came to S3?5,426.59. They accounted for the last 59 cents 
-n this case on those five charts. I don’t know if all of 
you. were conscious of it as I was, but I didn't see Bob 
Howard, P.obert Howard. I'awr ,u pinkelstein on any of those 
charts, r.ot on~ pic-- Tl significant. That is 

significant because - or to exe't. ine the meaning, the 

I i 

r^al^tv rr reward I i rf elstoin's role, what it means. Thcfc 

he d.v J J ' here cannot bo denied. But what they mean in 

• o 

this tic ' <<u v- the '•'•■■action. Is he a 



consnirntor with these 
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non? Or is a flunky whom they used to make deliveries, 
someone thoy took out to the mine and made big promises to, 
wonderful nrcmisos to. And I think when you look at the 
har' 5 r v.vder.cr that in in this case, not the speculations, 
not the background, the-aura of stock trades and telephone 
callr -nd things like that, nothing theatrical, but when 
: -t the hard evidence and proof here regarding 

II ova \ Pin:.:.-late in, it is inescapable here is a flunky, 
rot a conspirator. You have four cases here. You have 
heart all kinds of things, it was an overkill against 
Kr. Segal, trying to introduce what kind of car he drove, 
hoping it is going to spill over against the other defendants, 
"here are a million transactions; there are a million tele¬ 
phone calls; all kinds or: stock records. But you got to 
comna tmentalize, yc * got to earn the money they are paying 
you here ns jurors, you got to take the four cases and got 
to decide them separately, and when you look at Mr. 

Finkclstein r s case you got to sr. to yourself, "Okay, I 
from Mist ouri; you gov eve to me," because that 

i*“ system hero, j'.ni w 1:. y_>u that and when you 
loo}*,at the proof, the hard proof, you got to say, "He 

' 1L 

is ^ot a conspirator"; you got to say, "Not guilty." 

Thank you -/nry much. 

* COURT: ’ n will take our lunchecn recess. 




mnhl4 
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Return at 2:30. <' 

• * % 

* • 

»• Don't talk about the case; don r t let femyfcpdy > 

• \ * * ,1 

talk to you about it. * 

• * 

(Luncheon recess.) 
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(2.35 p.m.) 


4 || (Jury present.) 

5 i' THE COURT: Good afternoon. 

6 Proceed. Mr. Kirschner. 

7 MR. KIRSCHNER: May it please the Court, ladies 

8 I and gentlemen of the jury, Mr. Prosecutor, defense counsel: 

9 This trial has lasted seven long, hard days. 

II 

10 ! During the course of the trial you have been alert, you 

11 ; have been attentive, you have paid attention to the evi- 

12 dence and the exhibits as they have cone in. 

r} 1 know it hasn't been an easy task . On behalf 

14 ! of nyself and on behalf of ny client, Mr. Zuber, I want 

i 

15 to thank you. 

• t 

i 

16 *' 7*nd during this summation, I am going to explain 

I] 

17 i; to you why the evidence in this case has not proved the 

i; 

IS i! allegations of the indictment against my client, Mr. 


Zuber. 


This kind of a summation is a difficult situ¬ 


ation for this reason: The lawyers that sum up have to 
anticipate the arguments that Mr. Walker is going to make 
to you and then attempt to refute those arguments, so 
. ruc i. c f i nm oe-no to do is going to be in anticipa- 

tiot of what Mr. Walker is going to raise. 
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Sore things should be mr.de clear to y° u » though, 
before . e begin. The first thing is just because a person 
or a company dealt with Pioneer, that doesn't make hi" a 
cr irr.ir . !iornblov:er & Weeks dealt with Pioneer. Look 
at all r.hc banks that dealt with Pioneer. 

Now, vou have to prove more than that. Just 
dealing with the stock alone — and that is what most of 
this evidence that ha?? come in so far has demonstrated, 
that oecpla were dealing with the stock. Really nothing 
more than that. ~-.At least as to Mr. Zuber. 

As you recall, Mr. Walker made his opening 
statement; J responded and told you what I thought the 
evidence v;ould show. 

Now, after several hundred exhibits and almost 
35 witnesses later, what does the evidence show? 

The Government would contend the evidence shows 
an alleged conspiracy that supposedly began in August of 
1960 end ended on December 31st of 1970. 

I calculated that out and it comes out to about 

320 days. 

Now, supposedly great quantities of stock are 
changing hands. We see these charts here and great 
quantifies of money is going back and forth, and we see 
people who are supnposedly directing trades, putting quotes 

SOUTHERN DtST ICT COURT RE PORTERS U S COURTHOUSE 
P O w E V ** }UAPf. NEW Y ’ ' K N *< CO T 4SS3 
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in pink sheets, and people who are making markets. 

Mr. Zuber didn't do any of that. There is 

absolutely ng> testimony that Mr. Zuber knew any of that 

r 

was occurring. 

Mr. Zuber did only two things during that 820 
days — and I am going to get into that. He didn’t come 
into this picture until December 25th of 19G9 and that is, 
if you read the Coven.ncnt's evidence right, half or almost 
95 oer cent from all zhese things we have heard about had 
occurred. 


What di*a Mr. Zuber get? 


The testimony is 


he got *-v/o fur coats. 

The charts which are here demonstrate that 
Mr. Zuber didn t get any money. No money went into his 
pockets. 

The charts demonstrate that Mr. Zuber didn't 
own any o'this stocu. Mr. Zuber didn't attempt to buy any 
of this stock with bad checks. He didn't try to buy stock 
in anv fashion. 

All right. 

What really does the evidence show? I told 
you when we began that the evidence would show two things 


with rerocct to Mr. Irbnr, 


Tho first thing is this: 


Mr. Zuber "ent to Reno with Mr. Howard to collect 
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some ronoy f ron Mr. McKibbon because Mr. McKibbon was 
stealing. That is what the evidence demonstrated. 

In addition to that, what else did Mr. Zuber do? 
iic arranged for Burney Acton to transfer 6 900 shares of his 
stock for some fur coats with Mr. Grant. We admit that. 
Wc don't deny that. There is nothing that is criminal 
with respect to those two acts in and of themselves. 

No tiling whatsoever. 

And durim- the course of this statement I am 
go:.nr to explain to you why there is nothing criminal with 
res net to that. 

I mentioned that you were attentive during the 
courte of this trial and you were indeed, but I have to 
note that you wore : -tirularly attentive when Mr. Zuber's 
name was mentioned r.i.d you heard testimony about a gun. 


1W 


Remember, a gun suoncsedlv, the butt of a gun in his belt 
here? I submit to vou that that is the sex appeal for 
this case. That is the pizzazz. That keeps you awake. 

It really has no relevance to this case at all. It has 


no mere ■clcvarco to his case than whether or not Mr. 
Se^al drove a chauf r cu r-driven car. 
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f, oer_n 't help you to resolve the issues in 
this case. It is as much good to this case a ten shoes 
are to - butterfly. It doesn’t do anything for you. it 
doesn’t ?o '.cu to resolve the issues in this case. Mr. 
’user i m roe charged v:ith possession of a gun. That is not 
th ° charge hero, "t' government has raised it for the 
re nr on r. -.hot I have indicated. 

,r 3 loc : t th° situation. What is the evidence 
from the -itnoss sf r.d? Mr. 7. cton testified that Mr. Zuber 
came over and he went voluntarily with Mr. Zuber to Reno 
an'* mat Mr. Zuber did not threaten him. I asked those 
ic unotions on cross-examination. Those were the 
a nr-.mrs that he came back with. 

We have th~ Reno meeting. What happens after 
this runoosed incident with Mr. Acton and Mr. Zuber? We 
fare that within a week Mr. Acton is over at Mr. Zuber*s 
house. M- meets Mr. Zubor’s children* he meets Mr. Zuber's 
wife; he brings some mini-bikes over to Mr. Zuber. I 
subrr to if that incident really happened would Mr. 
Acton hn’-o neon over to Mr. Zuoer's house? 

r.-member, all these things occurred five years 
,-eo. The: witn^rr•have admitted that their memories 
n. o V :v , '• h-M vouV --our memory bo like? I think it would 
bo just **•; :-.cny ns t. irs is, even hazier. 
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Lot s look at Mr. Clegg. Mr. Clegg testified 

l 

~ha_ -t. Zuber came up to the sidewalk of his house and 
he '-id he a gun hero (indicating). Nor-, what does 
Mr. Clegg say after that? Well, the first thing he says 
'■ s hr; teFfc i C?ed before the SEC in 1970 when he was working 
on th~ min- site. Do you recall that? And he admitted that 
t.i .nr. _ . wore certainly clear and fresh in his mind at 


that fir 


1 *- was asked about the McKibbon situation. 


* ^ r tratror- in Reno. He didn't even mention Mr. Zuber 
ot that tire; he didn't mentiona gun. Mr. Walker later asked 
him if he was asked those questions before the grand jury 
n V3.E. did he mention anything about Zuber. He said, 

"No, because nobody asked me." But in 1973 he was asked 
'•bat incident again and he didn't mention it; he 
didn't mention it at all. 

No*, in addition to that you find Mr. Clegg 
over at Mr. Zuber's house about a week later with a couple 
of mini-bikes, meeting Mr. Zuber's wife, meeting Mr. Zuber's 
kids. You find one other thing, too, that as a jovial note 
thi3 situation, Mr. Zuber having threatened Mr. Clego 
r ncl so forth, yet Mr. Clegg borrows Mr. Zuber's colored TV 
-'-t and does not even return it. The government just raised 
it for whatever reasons it did. 


lh« t is Mr. ^uber on trial for? ;hat is the 


/ 
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important "uestion horn. He in charged with knowingly 
iv-d. pur^-usefully joining a sophisticated conspiracy, the 
pur pore of which vrr s, according to the indictment— I 
am n:r.' to -cad it . n you because I think it is important, 
because this is -what the government claims Mr. Zuber did— 
thf -’impose of this conspiracy, according to the indictment, 
•’a? t 1 ' reem control of many thousands of shares of un- 
rrgi; ■ ''red "io.-.oor stock and then to establish an artificia 
market tn tn: stock through manipulative devices, including 
-uot-.s at a-bitrarii- selected prices, touting, giving 
assurances : gainst lors, and directing trades, and then 
,p * net. ’y to *inll, ple'-.g-' and distribute this unregistered 
stock at art.r.ricial• high prices, to purchasers and lenders 
in cm or to fraudulently obtain many hundreds of thousands 
of dollar a at their «;:ponsc. That ip what Mr. Zuber is 
charg'd with doing. 


1 



homo s a scheme, 

on T .’on.mr ntcck. I submit that Mr. Doyle's argument indicates 
v/hat hind of a consy r -?.cy this van. But, more importantly* 
there ir no cvidenc- .c demonstrate that Mr. Zuber was 
■"'•/'■re. of a scheme, if there was one, to artificially inflate 
* ho or ice of the st"'"’; when he went to Reno and when he 
do a It ”i.th 1 '’rrnfherc is no evidence to that effect. 
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rovornr.iont prove that Mr. Zuber was aware 
of this alleged conspiracy whose purpose was what I just 
read to you whon he v.ent to Hero and when he dealt with Mr. 
Gran’*. Mr. Zuber isn’t charged with selling unregistered 
stool. That is not included in the indie tine at. 

I 

Kith respect to Mr. Zuber, the government has 
to prove on item of crucial importance, and that is, they 
must prove beyond a reasonable doubt that Mr. Zuber knowingly 
and intentionally joined the conspiracy, a conspiracy, 

i 

■ith knclcdgo of its unlawful purpose. The fact that Mr. 

Zu v er went to Irrno :nd collected money, stock, the fact 
the’-, he had dealings '.’.ith Mr.«.Cpnnt or not are not in and 
ef fh'mse'’o.'^s enough, to make Mr. Zvlx'r e co-conspirator. 

The mere £->rt that a person is at a meeting or associates 

• I 

with r,cr 1 ' ,T '; of a conspiracy do->s not make him a co- 
consej.rator. That is clear. TV' government must prove beyojid 
a reasonable doubt that Mr. Zuber had knowledge of the items j 
and ourposes of thi; proposed conspiracy and that he joined ; 
it with the intention of fun ■.boring Its aims and purposes. 

3 v way of illustration lev rti show you what I 
mean. This is lawyers’ talk, as Mr. Newman has indicated, 
but it xs important. Let me tell you why. 

T 't’r. suppose v:e have a hotel and wo have a 
manager r-: the hotel ■ ’hose name is M-. Acton and we have 
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n Cler!: * :hose na!nc ::s Mr - Clegg. Mr. Actor, and Mr. Clegg 
have gotten together and they have decided that they are 
going to concoct a scheme or conspiracy to steal from the 
oatrcr.o of a hotel. The patrons go out; they go in and 
they ta':c the patrons* money and they put it in a safe. 

Mov, at the same hotel tho-re is a bellboy whose 
name is I’ink-lrtoin; he works there; and there is a fellow 
whose nr~- \r Znbcr and he v/orks there. Now, Mr. Finkelsteih 
ur.d Mr. Zuber meet with Mr. Acton and Mr. Clegg all the time 


they are working in the same hotel. There is nothing wrong 

I 

w-th that. Mr. Actor. and Mr. Clegg say, "vie got this big 

i 

packet r money; it is not rc. r e hero; somebody may steal it 
frem as. let's send it ever to the bank." 

Mr. Acton tells Mr. Clegg, "Mr. Clegg, why don't 
you get 1 ink--'Is to-n to carry this money over to the bank." 
And Mr. Minks Istoin says, "i don't want to carry it over 
to the bank; I think k will have Zuber do it." So he tells 
bollbov Zuber to take the money over to the bank. Bellboy 
Zuber ti>«? the money over to the bank, is Mr. Zuber guilty 
of conspiring with Acton and Clegg to steal the money of 
the tenants? No. He not, unless he knew what Mr. Acton 
and Mr. Clegg were up to. The mere fact that he took 
money to the bank is r^t something from which you could 
rrwfrt'Wv '.nfor that W had knoiodgt of this .cben. to 


r 


l: 

i 
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steal. As a natter of fact, just the contrary, one yould 
logically infer Mr. Acton and Mr. Clegg would not tell these 
two individuals what they were doing, for they could be 
witness- r against them, vat is th^ situation we have here. 


We I’tfbcr, \.':o is rn errand boy in this situation. 

There is no evidence to indicate that he knew of these 


machinations that we-- supposedly occurring. Hence, in 
this c:..’ r. thr- govern rent has got to orove to you that 
’■’h-r> Mr. Zither went to Reno at Christmas time in 1969 and 
v;hr-n v- met with Mr. Grant he was aware and had knowledge 
of r scheme to manipulate the pric« of Pioneer stock and 


artificially inflate it. 

ONLY COPY 

leu are probably going to say, "We have heard 


a lot o aectimony. What about what Mr. Acton said and 


u a'* M-. Clegg said and v;hat Mr. Gardner said?" 

I went through that testimony last night. I 
wow Id - i’v ’o read -one of it to you. Yen : ro the deciders? 
you are going to decide what the facts she™. Let’s go over 
some of i he testimony one can what it demonstrates with 
-or-pe-' to what Mr. "uber knew and didn't know. We will 
start w : th Alton's testimony: 

"When you engaged in your conversations with 
Mr. r- -. any conversations, did you ever tell Mr. Zuber 
about those converse c: onr? 
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".i »o. sir." 


. then th r re nr r a rouble of pages that 
go in':o the Reno nc.-Unr. r n the P^no meeting Mr. Acton 
cays or. -.caily that . Zebcr confronted Mr. McKibbon, 
"Loo.:, you nave stolen the money ^rem that stock. Give it 
>ack. Mr.d "r. McKibben lied about taking it and selling 
t. tod the- Mr. Zubc- grabbed him, and at that point Mr. 
.cKih ion c 8 r’\tted thal hr had sold the stock and stolen 


fh- '-'-ore or-. Does thrt demonstrate that Mr. Zuber knew 


the 


•:eir stock manipulations going on? No> v it 


i n 1 

i • | r* r> 


\ 




Me ton war asked this oue3tion: 

"C Tho purpose of this trip to Reno was to find out 
-.no sold the stock ar.d get the money returned? Is that 
correct? 


7. Yes, sir. 

"0 Isn't it . fact that when you and Mr. Zuber 
'•:ent to F.^oo you both had the same interest and that interesl 
was to er ■- t>e money back? 


v 'es, sir, 


Nothing wrong about that. Certainly, it is not 
what ir charged in the indictment. 


Do-', with respect to the fur coats Mr. Acton was 


?.skr • ; 
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2 j: greeting your attention to January, 1970, 

it war- yerr stock that was traded to Mr. Grant, was it not. 
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*Jo indication that there wore discussions with 
Mr. Evber and Mr. Acton about what v;.s supposedly occurring 
here. No-*, just to bf* sure we asked Mr. Acton this question 
r 1 Dir 1 you nvc r agree with Mr. Zuber — I air. sure 
you remember this question — to secure many thousands 
•of share~ of Pioneer stock —" 

I will not -end the whole ouostion to you. 

But M-. .'cter. was specifically asked that question, and the 
"rent* on \:ir Did y~.- ngr-e with Mr. Zu’-er to commit the 
ourorr- e consn i racy? His answer was, "No." And 

tier ot'.c was v. 1 this question: 


was 
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.) Did you ever discuss any of those alleged 
purposes of the conspiracy with Mr .Zuber?" 

-And his answer was, "No." 

submit to you that there is nothing in Mr. 
.Acton's to <-t Loony whatsoever to indicate that Mr. Zuber 
had r-y knowledge or ras aware of any plan to manipulate 
Picr.-wr toe!;. There is just nothing there. 

'et's look to Mr. Clegg. Mr. Clegg testified, 
was asked, "Uhat happened when you first met Mr. Zuber?" 

And the err* or that he gives is this -- 

Met me go back, just a moment. If Mr. .Acton could 
HaVf ' v'ssibly given information that would have put Mr. 

Zuber in the conspiracy, i submit to you that he would have. 
He had so rruch reason to, he would have put anybody into 
it that he thought V could put into it. He didn't put 
Mir. ruber into it at a?_l. 

Mow, you r*member the conversation v.’ith Mr. Clegg. 
Mr. Clegg said Zuber cane up to his house and said, "Let’s 
go see if I ~an find the specific party." This is page 
4o2. lie said that hr- war representing Mr. Segal and that 
there v/as money owed Mr. Segal because the stock had been 
sold and t.hnt he is t.hcro to collect the money for it. 


That was it. 
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nothing about stock manipulation. Nothing 



3 ! 

about anvthing else. 
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I submit to you, by the way, that conversation 

i 
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probably never occurred. 

I 
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As you recall, Mr. Gardner testified that — 
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well, let me aet into that in just a minute. 
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j 
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But at that point, Mr. Clegg says, "Well, what 

i 
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I did, I got scared and I picked up the phone and I called 



10 J 

Mr. Segal in New York." 



n | 

Remember that? 



12 | 

lie said, "Yas, it must be a mistake made. 

( 

| 
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So I called Mr. Segal in New York to find out what was 

i 


14 | 

happening." 

i 


15 

Mr. Garnder's testimony, as I recall, was that 



16 

Mr. Segal wasn't in New York at this time, but he was with 

i 


17 
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Gardner. I believe Mr. Gardner said, "I believe he was 



18 

with me in Miami Beach at this time." 
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But anyway, supposedly Mr. Clegg calls Mr. 
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Segal and he has a telephone conversation with Mr. Segal. 
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Mr. Zuber was not a party to this telephone conversation. 


A- 

22 

The only thing that Mr. Zuber heard on this telephone con¬ 


> 

23 
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versation was Mr. Clegg supposedly calling Mr. Segal and 



21 

| 

saying, "Okay, what's going on here?" 



25 i 
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Remember? 
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And that was it. And at that point, Mr. Clegg 
supposedly hands the receiver to Mr. Zuber and he says, 

Mr. Clegg then said what Mr. Segal said, which was, "Go 
straighten out the thing with Scardino." That was all 
that was said during that conversation. 


All right, 


Now, this is important. I told 


you before I read this testimony that there was no evidence 
at all to prove that Mr. Zuber knew anything about a suppose( 

J 

stock manipulation or why thin McKibbon stock was not 
supposed to be sold. 

We admit that Mr. Zuber knew the stock wasnt 
supposed to be sold. That doesn't mean anything. The 
Government has to be able to prove beyond a reasonable 
doubt that Mr. Zuber knew why it wasn’t supposed to be sold, 
and that "why" is supnossedly the stock manipulation. 

Nov;, this question was asked of Mjr. Clegg and It 
is really important, page 492: 

A 

"Q Let me ask you another question. 

Going back again to your meeting with Mr. Zuber in 
between December '69 anc! New Year's, is that correct, 
sir, that Mr. Zvber did not say anything to indicate 
that he knew v/hv the stocK was not supposed to be 


sold? 


No. 


He was not concerned with anything 




























